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Topics of the Month 


WAR FINANCING 


ness has disclosed only one satisfactory item. 
is competent and the 
There are no soldiers, but there 
_ is great wealth. There is a shortage of guns, but 


[sess bas a of the nation’s assets for prepared- 


The financial system 
banks are ready. 


a surplus of dollars. Ships must be built for the 
navy, but the banks are in commission. The mili- 
tary system must be reconstructed, but the Federal 
reserve system is working. Men must be trained 
for the army, but the men who handle finances are 
already skilled. 

Financial preparedness became a reality with 
the Federal reserve system, but the quantity of the 
nation’s wealth is due in large measure to the mis- 
fortunes of the belligerent countries. In the United 
States existed the things these countries needed. 
They could get their wants supplied in the markets 
of this country and to these marketS they came. 
They paid the price whatever it was. Whether the 
price was fair or excessive is now immaterial. Un- 
doubtedly advantage was taken of the pressing 
needs of England, France and Russia at times, but 
the inexorable laws of supply and demand have been 
at work. That the demand for all sorts of com- 
modities was in excess of the supply was no fault 
of America. This country did not make the war. 
It maintained its position of neutrality to the limit 
of patience. It has profited largely. Committed to 
commercial enterprise it has used its resources of 
material, machinery and men unsympathetically. It 
has subscribed to cold, unsentimental business rules. 
Its manufacturers ‘have given value received as 


values ran. It has refused to permit its sympathies 
to interfere with its business. It has demanded gold 
according to the trade customs of peace and has 
loaned it on such terms as prudent men make. For 
long months it has traded and run up huge credits, 
refusing steadily to be drawn from its course of 
profit even when its: citizens were murdered and the 
ships of its people were sunk. 

Some other nations were in a similar situation. 
The neutrals sold and grew rich. The belligerents 
fought and piled up debts. Only Japan, of all the 
warring nations, has thrived, and Japan has ac- 
cepted the promises of her allies to pay. 

In these thirty months it has often beerr said 
that England was fighting our battles; that the 
British, not the American, fleet was the guardian of 
the Monroe Doctrine and of our shores. It has often 
been said that democracy was under assault with- 
out the most democratic of all nations being counted 
among its defenders. It has often been said that 
civilization was at stake without the most progres- 
sive of nations heeding its plight. 

Now a change has come. This country is no 
longer an observer; it is a participant. It is called 
upon to defend its rights abroad and its security at 
home. This may perhaps eventually best be done 
by sharing actively in the fighting. But for the 
time being fighting is impossible. The most that 
can be done in a military way is to relieve British 
patrol ships, open our ports to them, help police the 
sea and make as safe as possible the ocean ways 
of trade. 


This is a small share. In a military sense it 


d 


is even less than Belgium is doing on the western 
battle line. 

But there is a great work that can be done im- 
mediately. The nations which are this country’s 
allies in fact, if not by signed agreement, need food 
and munitions and all kinds of material for war. If 
they are fighting our battles and we cannot partici- 
pate, how can we better aid than by supplying these 
materials, not at the market price or at a small 
price, but at no price? 

When the material resources of this country 
have been organized for war, it will be found that 
this government can buy to better advantage than 
England or France or Russia. Already the copper 
producers have agreed to supply the needs of the 
United States at a price ten cents a pound below the 
market. Germany has fixed prices for all commodi- 
ties and prices can be fixed which will leave the pro- 
ducers a fair margin of profit, but will ignore the 
inordinate gains that the dislocation of trade has 
produced. 

In a recent address in New York, Governor 
Harding, of the Federal Reserve Board, suggested 
a loan of a billion dollars to the Entente Allies. 
Referring to the prospect of hostilities he said: “It 
is my personal opinion that this government should, 
in that contingency, extend to the Allied powers a 
credit of one billion dollars, taking as security their 
own obligations.” 

This was the first open suggestion as to the 
manner in which we could give most effective assist- 
ance. Since Governor Harding spoke the proposal 
has been amplified and varied. The New York 
World, with its usual vigor, proposed a gift of a 
billion dollars to France, arguing plausibly enough 
that such a gift would be no more than a fair repay- 
ment for the advances that France made to this 
country in its first struggle for independence. To 
Governor Harding’s suggestion the New York Times 
replied editorially with the query, “Is that all?” 
The dispatches from Washington say that the 
amount should be raised from one billion to five 
billion, but at this writing the question of whether 
the advance should be a loan or a gift is still open. 

The only variation these suggestions contain 
from those made in time of peace and neutrality is 
thai the direct obligations-of England and France 
be taken as cecurity. Even the World goes no 
farther than to say that France desires no charity 
and that her obligation should be to repay when she 
can. It has also been pointed out that the Allied 
countries are now paying as high as 7 per cent. in- 
terest. The credit of the United States is such 
that it can borrow readily at 3% or 4 per cent. 
on its own direct obligations. By borrowing at this 
rate it could loan to the Allies without profit and 
thus save them a considerable outlay in interest 
charges. On a billion dollar loan under such cir- 
cumstances the Allies would save perhaps thirty 
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million dollars a year during the life of the bonds, 
That would be a generous act as a peace measure, 
but is it generous recognition of our debt to those 
who are fighting our war, if they are fighting our 
war? A billion dollars is an inconsiderable sum in 
these days. It would not pay the bills of England 
for a month. A much larger sum will probably be 
considered before the discussion is ended. A much 
larger sum would be a small price when it is con- 
sidered in relation to the debt that this country will 
undoubtedly pile up if the war is not speedily ended. 
It is also plain that England and France need ma- 
terials much more than they need money, and ma- 
terials should be sent them. 

The matter of a loan or a gift to England and 
France is not one of sentiment. It is strictly a 
business proposition of defense. If what is termed 
a state of war follows its natural course of.develop- 
ment, the military impetus that will follow the loan 
or gift will be for the benefit of the United States. - 
This country can now fight only a financial battle. 
Its financial power should be used to its own ad- 
vantage. 


THE RESERVE BOARD 

It is reported that the Federal Reserve Board 
has been giving preliminary study to the question 
of war financing. Its first act was to give out on 
March 9 a statement in explanation of its state- 
ment of last November which was generally con- 
strued as marking its hostility to the placing of 
foreign loans in the American market. In its March 
statement the Board said: 

The Board has already stated that its an- 
nouncement of November 28, 1916, did not deal 
with the finances or the credit of any particular 
country, but only with banking principles which 
had seemed desirable to emphasize under the 
conditions existing at that time. The objection 
then made by the Board was to the undue em- 
ployment by our banks of their funds in the 
purchase of foreign loans and not to the merits 
of foreign loans as investments. The Board 
was then, and is now, of the opinion that the 
liquid condition of our banks should not be im- 
paired through undue or unwise use of their 
resources for investment operations. 

The position of the Board with respect to 
this principle has not changed. It still takes 
the view that foreign borrowings should appeal 
primarily to the investor and not involve the use 
of banking resources beyond the limits of sound 
practice. 

In view, however, of existing conditions, 
especially as they affect our foreign trade, the 
Board deems it desirable and in the public in- 
terest to remove any misconceptions that may 
be left in the minds of those who read the state- 
ment issued on the 28th of November, 1916. 


‘ 
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Since that date the country’s gold reserve 
has been further materially strengthened and 
supplies a broad basis for additional credit. 
The Board considers that banks may perform a 
useful service in facilitating the distribution of 
investments, and in carrying out this process 
they may, with advantage, invest a reasonable 
amount of their resources in foreign securities. 
So long that this does not lead to an excessive 
tying up of funds and does not interfere with 
the liquid condition of the banks, there cannot 
be any objection to this course. 

The Board did not, of course, undertake to 
give advice concerning any particular loan. It 
desires, however, to make clear that it did not 
seek to create an unfavorable attitude on the 
part of the American investors toward desirable 
foreign securities, and to emphasize the point 
that American funds available for investment 
may, with advantage to the country’s foreign 
trade and the domestic economic situation, be 
employed in the purchase of such securities. 


Even a liberal construction of this statement of 
the Federal Reserve Board can mean only that the 
banks should exercise unusual care to keep them- 
selves liquid. The pendency of war makes liquidity 
more than ever important. The banks must go on 
accommodating business. The purchase of bonds is 
the duty of the public. 

The public, it must be admitted, has shown no 
strong disposition to buy the obligations of England, 
France and Russia. Anglo-French fives are selling 
below ninety-three. This, of course, is no index of 
the attitude toward bonds of the United States gov- 
ernment. <A better indication of the probable atti- 
tude of American investors was the success of the 
last internal British loan. That was regarded as a 
marvelous demonstration of British patriotism. It 
was emphatic popular approval of England’s as- 
sumption of superlative financial burdens, for Eng- 
land has not only been paying her own way, but 
she has rendered financial assistance to Russia and 
Italy. 

If the United States is to assume any share of 
the war burdens, aside from those incident to mili- 
tary preparedness and co-operation, the disposition 
on the part of the people to economize and to give 
must be increased a thousand fold. It goes without 
saying that a government issue of bonds would be 
quickly absorbed. In an address on March 23 in 
Chicago, Thomas W. Lamont, a member of the firm 
of J. P. Morgan and Company, said: 


It may take some time for America to assist 
actively in a military way, but in financial 
measures she can render assistance this very 
moment. If the treasury should decide to issue 
a government obligation tomorrow for a billion 
dollars, the whole sum would be waiting for it. 


A billion dollars could be paid out of the idle 
surplus that is seeking safe investment. But it 
must be remembered that no nation has encountered 
financial difficulties in the beginning. The real test 
has come later when the support of the government 
has required individual economy and the contribu- 
tion of the mites that are given of the people’s 
needs. It is not the first loan that will test the 
resources of the people or their patriotism, nor 
the second. 

In this connection speculation as to the duration 
of the war always enters. For many months we 
have heard that the end of the summer and the end 
of the war will come together. That is a prophecy. 
There is nothing authentic in the German situation 
*to indicate the defeat of the Teutonic allies by fall. 
Neither Great Britain nor France is making plans 
for the end by that time. Germany has not yet 
been whipped and under present circumstances Ger- 
many’s defeat is the only outcome recognized. 

The Russian revolution has been hailed as the 
beginning of the end, but the reason for this opti- 
mistic view is not clear. Relieved of autocracy and 
of treachery Russia will undoubtedly do better mili- 
tary work, but Russia has yet to demonstrate her 
ability to make headway against the Germans. In 
a military sense the improvement in her position as 
a result of the revolution will find demonstration 
many months hence. 

Much has also been written of the political 
effect of the Russian revolution on the people of 
Germany and more particularly on the people of 
Austria and Bulgaria where large parts of the 
population are Slavish. But there have been no de- 
velopments as yet to indicate that the solidarity of 
these people has been affected. A food riot in 
Berlin, caused perhaps by favoritism in distribution, 
was seized upon as an indication of revolution in 
Germany. It probably had about as much signifi- 
cance as an uprising of Piutes in the Nevada moun- 
tains. Germany, it must be remembered, is now 
fighting a defensive war and defensive wars against 
such military powers are slow affairs. 

Any nation at war with Germany, which counts 
on a speedy ending of hostilities or fixes a time for 
it, is making an unsafe calculation. Every rule laid 
down in this war, from Germany’s original plan to 
walk into Paris in thirty days, has been broken. 
The one prediction that is still unfulfilled is Kitch- 
ener’s that it would be a long war. The realization 
of this prediction depends on the definition of what 
a long war is. 

So, whatever the outcome and however long the 
time, a country which considers a part of its war 
work the building of ships to be delivered three 
years hence, might well consider its prospective fi- 
nancial obligation. in this field it needs plans as 
well defined and as carefully thought out as those 
of its military and naval forces. The financial prob- 
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lem will continue long after the others have been 
solved and finished. 

The Federal Reserve Board and the Federal 
Advisory Council stand as established financial 
agencies. But there are other banking factors to be 
considered and among these other banking factors 
are enumerated those most skilled in such financial 
enterprises. Numerous councils and committees 
have been organized for co-operative work with the 
War and Navy Departments, but in relation to 
methods of financing, the Secretary of the Treasury 
stands alone. The Secretary is a member of the 
Federal Reserve Board and the opinions of that 
Board will doubtless have great weight in determin- 
ing the methods to be followed. It is fortunate that 
the Reserve Board has laid down some general prin-* 
ciples. It must not be forgotten that the Federal 
reserve banks were organized for business purposes 
and the Board’s advice to other banks to keep them- 
selves liquid applies with’equal force to the Federal 
reserve banks. Nothing would be more disastrous 
than that the resources of the reserve banks should 
be impaired by excessive participation in govern- 
ment financing. 


THE RESERVE SYSTEM 


The Federal reserve system may be put to a se- 


vere test in the development of present conditions. 
It is only twenty-eight months since the reserve 
banks were opened for business. ‘Unless the amend- 
ments to the Act, which failed in the last Congress, 
are speedily passed, the last installment of reserve 
funds will not be paid into the reserve banks until 


next November. It is unfortunate that the amend- 
ments failed of passage. It may be much less con- 
venient to transfer these funds next November than 
it would be now. The failure of the amendment 
permitting the banks to issue notes against a 100 
per cent. gold cover by statutory authorization in- 
stead of by subterfuge is only less serious. 

It must be remembered also that the reserve 
system has not yet passed the experimental stage. 
What its ultimate development will be out of ex- 
perience under it can not even be foretold. But 
there is no doubt that in the event of war the sys- 
tem will be severely tested and it is also evident that 
it will be necessary to marshal and co-ordinate all 
the banking strength of the country for the gen- 
eral safety. In a time of national peril patriotism 
will not be appealed to in vain. State banks which 
have refrained from joining the reserve system for 
reasons that were sufficient in times of peace, are 
likely to respond to influences unthought of before 
war eventuated. Can a state institution do any- 
thing better for the country than join the reserve 
system? Possibly the extreme limit of need will not 
be reached but a situation is conceivable in which a 
bank withholding the support of its membership 
from the reserve system would be commonly re- 


garded as delinquent in the performance of a public 
duty. No urging will be necessary. The story of 
the necessity will be told in circumstances. Those 
in control of state institutions may be trusted to 
surrender their arguments against membership in 
the face of the necessity for contributing to the 
common welfare every ounce of financial support 
that is available. 

Undoubtedly the readiness of state banks to 
join the system will be increased by more sympa- 
thetic conduct on the part of government officials. 
Some assurance that the attitude of the government 
toward the banks is not one of hostility will not be 
amiss. 


RAILROAD RATES 
From the time of the threatened strike of the 
railroad trainmen last summer until the Supreme 
Court decided the Adamson Act was constitutional, 
the acuteness of the labor situation forced the other 
railroad problems into the background. Those prob- 
lems are crying not less loudly for settlement than 
a year ago. The matter of higher freight rates is 
only a little more pressing because of increase in the 
proportion of railroad income devoted to wages. 
Like all others, the railroads have been compelled 
to pay higher prices for all kinds of materials. The 
railroads, it has been conclusively shown, are the 
greatest consumers of commodities. Unless they 
are prosperous there can be no prosperity. 
Opposition to an authorized increase in freight 
rates is already promised. The argument is ad- 
vanced that the earnings of the roads last year ex- 
ceeded all records. The reasoning may appear con- 
clusive if the discussion is confined to generalities. 
It fails as soon as specifications are made. The car 
shortage and terminal congestion instantly suggest 
themselves as brakes on the wheels of prosperity. 
The surplusage of products offered for transporta- 
tion placed the railroad register at the peak load in 
point of earnings but seriously impaired the earn- 
ings of those who had commodities to get to market. 
The question is much broader than the mere 
discharge of the railroads’ obligations to the holders 
of their stocks and bonds out of the excess of their 
earnings. They fail if they do not discharge their 
obligations to shippers. Only by so doing can they 
contribute their proportion to the general welfare. 
To do this the extension of their facilities must 
keep pace with the extension of the facilities for 
all kinds of production and something beyond. 
There is no safety in any division of effort unless 
there is a reserve—a surplus against which drafts 
can be made in time of emergency. Napoleon said 
victory lies with the side which has reserves. The 
banking position is always told in terms of reserves. 
Individual reserves in savings banks are insurance 
against the rainy day. Life insurance companies 
are reserve organizations. A nation’s food situation 
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is measured by its reserve supplies and markets are 
weak or strong according to the available stock and 
the prospects of replenishment. A layer of ab- 
dominal fat is a reserve. 

But the railroads have had no reserve. They 
have been running at capacity and below the de- 
mand for transportation service. What is the re- 
sult? It may be told in one incident. 

A Pennsylvania coal mine with a production of 
150 cars a day could not get cars enough. Some 
days it would get seventy-five cars and some days 
fifty and some days none at all. For a time its em- 
ployees worked when cars could be had. Then some 
of them drifted away into other fields. Those left 
were in distress. The board of directors decided to 
raise wages. The.manager objected. He said an 
increase in wages would unsettle the wage scales 
and the labor situation in the entire district. 

Finally the company stores were ordered to sell 
everything at half price. Probably this relieved the 
distress to some extent. But it was an uneconomic 
and even ridiculous subterfuge. The effect of this 
condition was not local. The coal shortage affected 
thousands and the consequences were not occasioned 
by lack of coal. People in hundreds of places suf- 
fered the punishment of high prices and of cold be- 
cause the railroads had not only no reserve but not 
even the facilities for ordinary demand. 

How much more serious the situation may be 
if the railroads are not‘ allowed to expand may be 
written in terms of national, instead of individual 
or community, suffering. 


Just now the people of the United States are 
paying close attention to the production of munitions 
of death. If this effort is to attain the greatest 
guccess an equal amount of attention must be given 
to the. production of the munitions of life. 


MANAGING WAR INDUSTRIES 


Government forces that have been running 
along in a routine of red tape and indifference to 
time, have been suddenly confronted with the neces- 
sity of simplicity in operation and speed. It goes 
without saying that government agencies are fa- 
miliar with neither. Assistance has been asked of 
business men and the assistance has been and is 
being given, not reluctantly and for a price, but 
voluntarily and for nothing. For purposes of war 
the volunteer system has been unsatisfactory. But 
back of the army there must be a business organiza- 
tion of even greater size and of even greater diversi- 
fication in quality and talent. It is cause for re- 
joicing that, however weak and lax the government 
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has been in its preparation for the great test for 
which governments exist, there are in the country 
men skilled and trained in the work of organization 
and the conduct of great enterprises. They will not 
have to be drafted. Their services will be offered 
and are instantly available. Into their hands will 
pass the control of the enginery of industry and 
war. England has been through that. Of the new 
council of war Lloyd George said that he would not 
say whether it were so well devised for the parlia- 
mentary conflict, but it was better devised for war. 
If the verdict stands that war is a test of industrial 
competency, then such methods, if not such person- 
alized conduct of them, must also be better for peace. 


FOOD 


In a speech in the Reichstag, Dr. Helfferich, 
vice-chancellor, said that the bad international har- 
vest is not accidental; it is due, he said, to the ab- 
sence of saltpetre, and the world’s next harvest will 
be bad for the same reason. Already there is evi- 
dence of the correctness of this prediction. The 
Argentine wheat crop, already harvested, is rated 
as a failure and the Australian crop is 50,000,000 
bushels below that of last year. The condition of 
French winter wheat is reported to be 65 per cent. 
as against 74 last year; lack of fertilizer and labor 
to prepare the soil are the factors that will make 
the crop far below normal. 

Prospects are not promising in this country and 
a further diversion of labor from the farms is likely 
to complicate the situation. Already the effect of 
industrial activity has been felt on the farms. En- 
trance into the war with a further diversion of man 
power will not help the situation. 

To meet the condition organized effort is being 
directed to the encouragement of gardening, particu- 
larly the raising of vegetables and the cultivation 
of backyards and small areas usually neglected. To 
this question the newspapers are giving much space 
and full instructions as to preparing and planting 
and what to plant. It is very difficult for the people 
of this country to realize the necessity for such 
work. High prices for vegetables will be some ir- 
centive but the disposition to regard conditions as 
temporary is strong. But the time to prepare for 
the production of foodstuffs is now. Not only are 
domestic needs to be considered but the obligation 
to contribute foods to the countries at war is 
weighty. 

Bankers and bankers’ associations can help ma- 
terially, not only by encouraging and helping farm- 
ers, but by spreading the news that the production 
of food is as important as the production of 
munitions. A. D. W. 
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An American Zemstvo—IlIhe Democratiza- 
tion of American Business 


BY CHARLES FERGUSON 
Formerly of U. S. Department of Commerce 


HE fact is noted here that the hope of solid 

a democracy in Russia seems to rest with 

Prince Ovoff’s re-organization of the zem- 

stvos or county councils—a work of high political 
genius. 

These councils have for nearly all of fifty years 
—since their institution by the Czar Alexander at 
the moment of the imperial mandate against serf- 
dom—maintained an existence that was mainly 
theoretic. It required a gift of creative imagina- 
tion to turn the zemstvos into an effectual system 
of economic administration—an ordering and execu- 
tive power capable of making the most of the 
meagre material resources that escaped the hand of 
imperial maladministration. If the county boards 
of supervisors of the state of New York were to 
suddenly burst out into ingenious plans of social 
enterprise, that would perhaps be even more wonder- 
ful—but it would be inconceivable by anyone ac- 
quainted with the mentality of New York super- 
visors. 

It seems that Russia is, in a way, a younger 
kind of America, less law-bound than we are, more 
emotional and spontaneous. The zemstvo existed 
as organic filaments, a mere frame without a filling. 
The revolutionaries seized upon them and made 
them mighty engines of democratic economics. 

It is suggested that the United States needs a 
similar agency—direct, intense, flexible—a national 
union of local democratic councils bent upon making 
the most of the economic resources of the country. 

We are in the midst of wars, and no man can 
tell how many years must pass before we shall look 
again upon a horizon of tranquility. Obviously it is 
necessary that America be strong—much stronger 
than it is, or has ever been. 

It seems that the strength of a nation at last 
lies in the excellence of its productive processess, 
its mastery of materials and control of elemental 
forces—its advancement in the practical arts. The 
power of arms is derived from the power of tools. 

We are preparing for war. Should we not un- 
derstand that war lives upon labor and enterprise— 
about as the ordinary college athlete lives on the 
income of his parents? War spends the strength 
that industry has gathered. The fighting organiza- 
tion is a pensioner of the working organization. 

Now our Council for National Defence is made 
up of able men. It is busy with requisitions upon 
the industrial system. These emergency measures 
for the swift improvenient of our fighting power 


may be set down as unquestionably necessary. But 
since these councillors are very intelligent, must 
they not understand that their war preparations are 
levying a double tax upon the working system? Not 
only do they make a heavy draft on the products 
of the system, but also they discompose its consti- 
tution. The demands of our suddenly improvised 
defence are absolute. They seize upon organs of 
industry and tear them out of their relations in the 
working system to fit them into new relations in the 
fighting system. It is quite all right. But there is 
a waste not only of products but of productive 
power. It is as if seed corn were sent to mill, to 
feed men that cannot sow nor reap another harvest. 

Let it be remembered also that our industry and 
commerce have already suffered a degree of dis- 
organization, because of the abnormal demands of 
European battlefields. For nearly a thousand days 
we have been straining to adjust our working sys- 
tem to the inconstant circumstances of a foreign 
demand. 


Now the point here is that our productive forces 
need to be recuperated and reorganized. The mark 
that we should set for ourselves is the achievement 
of an unprecedented productive power. We should 
turn our minds to the task of so improving the 
working system—composing its discordant elements, 
evoking its latent capacities and eliminating its 
former wastes—that it shall be able not only to en- 
dure the enormous strain of war preparation, but 
able at the same time to raise the general standard 
of living. 

As to the possibility of reaching such an aim, 
it is to be observed that the productive power of a 
hundred million human beings with modern tools 
is practically unlimited. Certainly no present or 
past accomplishment in any country has approached 
the limits. For the limits lie in the unmeasured 
capacities of science and the creative imagination. 
What seems to be primarily necessary is a new 
point of view in the administration of the economic 
process. It is necessary to economize men—neces- 
sary to make the most of human capabilities. 

Thus the Administration here at Washington 
and the Council for National Defence cannot fail 
to perceive that there is need of another and more 
fundamental kind of industrial preparedness to fur- 
nish the base of supplies for the kind that has 
already been so ably set afoot. It is wholly im- 
practicable to go on for an indefinite time draining 
the products of a debilitated working system with- 
out giving any thought to the strengthening of the 
system, 


ii 


Now this is the position taken by the men of 
The New Machine—the association of engineers, 
factory managers, technical educators, financial and 
trades journalists, and economists that has. recently 
been formed in New York. This association insists 
that the country must, on pain of economic ex- 
haustion and peril of its life, put a new spirit—a 
militant spirit into its business system. Its insti- 
gators say that this is the good of war—that it 
displaces the mere legalists and desk-men from the 
controlling centers and gives place to the men who 
think in realistic terms, and to masters of materials 
and the economizers of natural and human forces. 

The men of The New Machine point out the fact 
that in the belligerent countries of Europe a high 
percentage of the emotional current that carries on 
the war is turned to cleanse the mental clutter and 
moral meanness out of the channels of industry. 
The fine directness and objectivity, the freedom from 
social pose and from all personal claims save those 
that hang upon the work itself—these things are 
in the factories as well as in the trenches. There 
is a power in the practicalities of war that can 
rectify the business system, put its vital affairs into 
the hands of creative men and close the gap be- 
tween labor and capital. 

The United States is exposed to a danger that 
the European nations have escaped, because of the 
nearness and intensity of their peril. The danger 


The Committee on Credit Forms of the Ameri- 
can Bankers Association met in the General Offices 
in March. The entire committee was present, viz: 
W. P. Sharer, Zanesville, O., Chairman; Nelson N. 
Lampert, Chicago, Ill., and Ex-President William 
A. Law, Philadelphia, Penna. There were also pres- 
ent by invitation, J. H. Tregoe and W. W. Orr, sec- 
retary and assistant secretary, respectively, of the 
National Association of Credit Men; Howard M. 
Jefferson, auditor Federal Reserve Bank of New 
York; J. H. Puelicher, President State Bank Sec- 
tion, Milwaukee, Wis., and A. S. Hurst of New 
York, representing the Robert Morris Club, a sec- 
tion of the National Association of Credit Men. 
General Counsel T. B. Paton attended to give the 
committee legal advice and General Secretary 
Farnsworth acted as secretary to the committee. 
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UNIFORM CREDIT FORMS DISCUSSED 


here is that we may consent to a fatal moral and 
intellectual schism between our fighting force and 
the working force upon which success in war de- 
pends. ‘ To put great hearts and brains into war- 
making, while leaving our industry to be ruled by 
sordidness and cunning, would be the death of the 
republic. 

We must be all of one piece. We must apply 
to the business of production as much science and 
magnanimity as we put into the business of de- 
struction. 

But how is this wholeness of the nation to be 
preserved? Must we devise new organs and 
agencies for the improvement of the productive 
process, that shall match the extraordinary social 
effort we are expending upon military prepared- 
ness? Precisely so. 

That is the idea of The New Machine. It is 
a political improvisation in the world of business. 
Since there is no extant political agency that could 
by any possibility furnish a free scientific and pa- 
triotic initiative to local business communities, The 
New Machine opens an office in New York for that 
purpose—and suggests that a like thing be done in 
other communities. It invites people to go to work 
in exactly the same spirit that they go to war. 

It supplies a militant executive in the field of 
economics. And that is why it reminds one of the 
role of the Russian zemstvo. 


The entire day was given over to a discussion of the 
various forms now in use, including the American 
Bankers Association credit blanks, the forms of the 
Federal Reserve Bank of New York and of the other 
Federal reserve banks, and the forms of the Na- 
tional Association of Credit Men. The committee 
finally decided on the preparation of three classes 
of credit forms, viz: for individuals, firms and for 
corporations. After discussing at great length the 
various phases to be introduced in the proposed 
credit forms, the matter of their compilation was 
referred to Ex-President William A. Law of Phila- 
delphia, who is to report to other members of the 
committee. The committee will hold another meet- 
ing at the Spring Meeting of the Executive Council 
at Briarcliff Lodge, May 7-9, 1917, and will make its 
report to the Council at that time. 


CY 
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The Government's Plans Fully Formed for 


War Financing 


Popularity of United States Bonds at the 
Present Time and Immense Resources 
and Strength of the Federal Reserve 
System Are Important Factors—Presi- 
dent Said to Favor Loan Without Inter- 
est to the Allies 


(Special Washington Correspondenc:) 


HE imminence of war presses upon the gov- 
T ernment and the people of the country ques- 
tions of financial preparedness and the prob- 

lem of ascertaining the most effective means of 
utilizing our financial strength against our prospec- 
tive enemy and in behalf of our allies and ourselves. 
It is the universal consensus that America’s finan- 
cial strength constitutes her most valuable resource 
of offense and defense for the war and that the 
throwing of her economic weight against Germany 
is the most significant aspect of her prospective par- 
ticipation in the war. America’s financial strength 


is well nigh limitless and the government’s capacity 
for credits and the capacity of the money market 
to absorb these credits can hardly be compassed by 


the human imagination. What Great Britain and 
France have been able to do in the matter of public- 
financing is small, government officials say, as com- 
pared with what America can do if she is called 
upon to exert the fullest of her great might and 
power. 

Comptroller of the Currency John Skelton Wil- 
liams has frequently pointed out the extent of our 
financial strength as compared with that of the 
government banks of the nations in the war. This 
was given in epitome in his declaration that the re- 
sources of the national banking system exceed those 
of the government banks of practically all of the 
belligerent nations on both sides of the war. The 
Governor of the Federal Reserve Board recently 
added the following: “I do not believe that we ever 
approached a crisis so well prepared from a finan- 
cial standpoint. Our twelve Federal reserve banks 
have xesources aggregating over a billion dollars. 
The note-issuing capacity of these institutions is in 
excess of $1,200,000,000. Since the outbreak of the 
European war our gold stock has increased by 
$1,015,000,000, a sum greater than the entire gold 
production of the war during that period. No gov- 
ernment bank on earth can make a showing any- 
thing like the consolidated balance sheet of our re- 
serve banks.” 

One of the most satisfying elements in the situ- 
ation is the prospective easy marketing of the bonds 


which the government will issue to finance the war, 
Of course the government will rely upon these credit 
issues to fill the war chests rather than outright 
appropriations. In this connection it may be as- 
serted that the outlook for marketing any volume 
of bonds that we may issue is far better than it 
would have been but for the organization of the 
Federal reserve system. Before the organization of 
the Federal reserve system the government 2 per 
cent. bonds sold as low as 97, and frequently sold 
that low. Since the organization of the system they 
have been at or above par and the demand for them 
has been clearly in excess of the supply. This fact 
is indicated by the announcement that the Federal 
reserve banks could acquire only $14,000,000 of the 
2 per cents in the past quarter despite the fact that 
the Board thought it expedient for them to take 
$15,000,000 at par. In other words, the demand for 
the government 2 per cent. bonds carrying the cir- 
culation privilege, is so strong that they are evi- 
dently regarded as good investments at above par 
despite the fact that great volumes of French and 
English 6 per cents. have been upon the market con- 
tinually. Of course, there was a slight falling off 
in the demand for 2 per cents. in March, due not to 
an impairment of their estimated value, but to the 
widespread belief that the government will soon be 
issuing other bonds which will offer somewhat better 
rates. This survey of the bond situation, however, 
strongly indicates that the government will be able 
to sell any conceivable issue of 3 per cents. at or 
above par. Patriotism as well as sound business 
sense will inspire the banks of the country and the 
people themselves to invest their abundance of 
wealth in these credits. 

With the prospect of war and an alliance or a 
working agreement with the nations now warring 
against Germany, it is of inestimable value that 
working connections have been perfected between 
the Federal reserve banks and the Bank of France 
and the Bank of England. The JourNAL of the 
American Bankers Association is permitted to an- 
nounce that these arrangements finally have been 
perfected and that all is in readiness for the closest 
sort of co-operation and intimate dealings such as 
may be necessitated by our association with France 
and England in the war. This is a highly important 
measure of preparedness which the Federal Re- 
serve Board has expedited in full appreciation of the 
prospective importance which attached to it. With 
a declaration of war, the amount of business which 
will flow between Paris and New York and London 
and New York will be greatly increased, and the 
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fact that the American institutions are ready now 
augurs splendidly for the efficient transaction of 
this business. 

Of course the Federal reserve system will not 
be the instrumentality of official financial transac- 
tions between the government of the United States 
and the governments of the nations with whom we 
are expected to be associated in the war. The Fed- 
eral Reserve Board is pre-eminently an institution 
of the banks of America rather than the government 
and it must limit its policy always so as to accord 
with sound principles of banking. No one need 
doubt, however, that the Board, as representative 
of the national banks, will attune its policies to the 
fullest practicable extent to the patriotic spirit that 
will animate the banking community. In view of the 
imminent exigency of our financial system, govern- 
ment officials have given new attention to the steps 
already taken in connection with the allied loans 
being floated in this country. Pointing out that it 
could not “undertake to forecast probabilities or to 
specify circumstances which may become important 
factors in determining future conditions,” and that 
“its concern and responsibility lies primarily with the 
banking situation,” the Board in a statement issued 
November 28, felt called upon to caution the mem- 
ber banks that it did not regard it in the interest of 
the country at that time that they invest in un- 
secured foreign treasury bills. The Board took this 
position solely out of regard for its conception of 
sound banking principles. It was moved by the 
realization that much of the foreign paper then be- 
ing offered, while issued on its face for short peri- 
ods, was intended inevitably for renewal and, there- 
fore, that the absorption of an unlimited volume of 
it by the national banks might reduce the liquidity 
of its resources to an undesirable extent. The Board 
did not consider it within its functions or its rights 
to adopt an attitude intended to accord with the 
nation’s plainly indicated leaning toward the Allies 
unless this attitude seemed to be prompted by the 
banking situation. 

That pronouncement had a far-reaching effect, 
however, and necessitated a complete alteration of 
the credit plans of the allied nations in the United 
States. As a result, the loans recently offered by 
Britain and France have been heavily secured. The 
Board had not anticipated the construction which 
would be placed upon its statement and it had no 
thought of permitting itself to be put in a position 
of obstructing the loans to the Allies; and so, on 
March 8, another statement was issued designed to 
nullify the bad effects of the statement of November 
28. In this latter statement the Board declared that 
“far from objecting to the placing of foreign loans 
in the American market, it regards them as a very 
important natural and proper means of settling the 
balances created in our favor by our large export 
trade,” adding: “There are times when such loans 


should be encouraged as an essential means of main- 
taining and protecting our foreign trade.” That 
statement amplified the foregoing liberal policy as 
follows: 

“The Board has already stated that its an- 
nouncement of November 28, 1916, did not deal with 
the finances or the credit of any particular country, 
but only with banking principles which it seemed 
desirable to emphasize under the conditions exist- 
ing at that time. The objection then made by the 
Board was to the undue employment by our banks 
of their funds in the purchase of foreign loans and 
not to the merits of foreign loans as investments. 
The Board was then, and is now, of the opinion that 
the liquid condition of our banks should not be im- 
paired through undue or unwise use of their re- 
sources for investment operations. The position of 
the Board with respect to this principle has not 
changed. It still takes the view that foreign bor- 
rowings should appeal primarily to the investor and 
not involve the use of banking resources beyond the 
limits of sound practice. In view, however, of exist- 
ing conditions, especially as they affect our foreign 
trade, the Board deems it desirable and in the public 
interest to remove any misconception that may be 
left in the minds of those who read the statement 
issued on the 28th of November, 1916. Since that 
date the country’s gold reserve has been further 
materially strengthened and supplies a broad basis 
for additional credit. The Board considers that 
banks may perform a useful service in facilitating 
the distribution of investments, and in carrying out 
this process they may, with advantage, invest a rea- 
sonable amount of their resources in foreign securi- 
ties. So long as this does not lead to an excessive 
tying up of funds and does not interfere with the 
liquid condition of the banks, there cannot be any 
objection to this course. 

“The Board did not, of course, undertake to give 
advice concerning any particular loan. It desires, 
however, to make clear that it did not seek to create 
an unfavorable attitude on the part of American 
investors toward desirable foreign securities, and to 
emphasize the point that American funds available 
for investment may, with advantage to the country’s 
foreign trade and the domestic economic situation, 
be employed in the purchase of such securities.” 

Officially, therefore, the Board has gone well 
nigh as far as it can go for the present at least. It 
will remain its duty, whatever generosity the gov- 
ernment may decide to exercise towards the Allies, 
to maintain the stability of the banking system and 
continue to insist upon as great a degree of liquid- 
ity in banking resources as is procurable. Adapta- 
tion of the Board’s policy will come informally, 
through broad and liberal interpretations of the 
principles put forth for its guidance. It is per- 
fectly safe to state from a knowledge of the facts 
that the spirit animating the men who compose the 
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Board is in thorough accord with the policy of the 
government and that the Board will endeavor by 
every means at its command to facilitate the prac- 
tical carrying out of the government’s plans. One 
of the means by which this can be done is by in- 
creasing the volume of government bonds which the 
Federal reserve banks may acquire. 

The restrictions placed upon their official ac- 
tivities as a body do not apply to the personal ac- 
tivities of the men composing the Board in their 
efforts to guide opinion as to ways and means for 
utilizing our financial strength effectively against 
the enemies of the nation. That was shown in New 
York March 21, when W. P. G. Harding, Governor 
of the Federal Reserve Board, put forward the sug- 
gestion that a loan of $1,000,000,000 be made to the 
Allies. “Congress can very speedily provide the 
surest means of defense,” said Mr. Harding, “by 
enacting a law which would enable the government 
to lend its credit to those who are fighting for the 
same cause. It is my personal opinion that this 
government should in that contingency extend to the 
allied powers a credit of $1,000,000,000, taking as 
security their own obligations. That would be an 
effective measure of defense. It would protect us 
against a foreign invasion and from a premature 
peace to which we were no party. If we secure that 


measure of protection we can look the future in the 


face. Everything else has been discounted. No 
shock can arise for which the public is not pre- 
pared.” 

It is generally believed in Washington that 
Governor Harding made this suggestion with the 
cognizance and approval of the President. I have 
ascertained that the President looks with great 
favor upon the general idea of extending our finan- 
cial support to the Allies and that his only desire is 
that we shall do it in the most generous spirit pos- 
sible. The President, I understand, feels, as many 
patriotic bankers and business men do, that in ex- 
tending our support we should be careful to deprive 
it of every aspect of a business transaction designed 
for profit. This indicates that the President does 
not look with favor upon the idea that the loan be 
made at 6 per cent. and that he may be expected to 
favor either a non-interest bearing loan or one upon 
which the rate would be merely nominal. The idea 
of giving a billion dollars to France has been widely 
discussed and is viewed with great favor in many 
influential quarters. Whether or not the govern- 
ment in its policy will particularize between the 
various nations with whom we are to be associated 


to the extent thus indicated remains problematical, 
although there are absolutely no official data at hand 
upon which to base a statement that the French loan 
is likely to be rejected. 

There has developed a widespread feeling that 
the prospective loan or credit should be extended in 
a manner calculated to express the sentiment and 
sympathy which the nation feels for her prospective 
allies. This spirit has produced a suggestion that 
means be found to stop the nation from making 
money out of her allies as soon as we enter the war. 
It is suggested in one quarter.that the Federal 
Trade Commission be called upon to pass on all con- 
tracts let by the Allies in the United States, thus 
insuring that no undue profit charges shall be ex- 
acted. Others who accept the spirit of this sugges- 
tion argue that the Trade Commission is not en- 
tirely suited for this work and that its forces are 
not ample, and express the opinion that some other 
governmental body or a body of men to be desig- 
nated out of civil life might turn out to be better 
suited. There are no indications yet, however, that 
the government is likely to take up this proposal 
and indeed this may be unnecessary. The steel and 
copper manufacturers already have displayed a 
splendid spirit of patriotism in offering to forego 
the accustomed percentages of war profits on all 
contracts made with the government. It would be 
thoroughly in keeping with this spirit were the 
same business men to declare the same attitude and 
policy regarding the contracts of the governments 
with whom we join in making war against Germany. 
In that event the desired result of preventing the 
exploitation of our allies would be achieved by 
voluntary action on the part of the business men 
of the nation and it is altogether within the realm 
of possibility that the business men themselves 
might designate a committee to scrutinize all con- 
tracts and act in an advisory capacity for the 
Allies. 

At any rate, one thing is clear; the banks and 
business houses of America will be our first line of 
defense in the event of war with Germany and both 
already have displayed a spirit which insures that 
they will measure up to the highest standards of 
American patriotism. The fact that our financiers 
and business men already have taken time by the 
forelock in their efforts to devise means of render- 
ing their resources’ useful impresses a lesson of 
great importance upon the thought of the govern- 
ment; there is no need for Prussianization. 

L. AMES BROWN. 
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Under the New Reginie 


SECOND ARTICLE 


Whether the new government will be a con- 
stitutional monarchy or a republic is im- 
material to the nation as a whole—The 
character of the Russian peasant— 


American farm machinery popular, but : 


a new credit policy must be adopted 


BY IVAN NARODNY 


Vice-President the Russian-American-Asiatic 
Corporation 


has crumbled and the new is merely in its 

preliminary state of formation. Whether 
the new government will be a constitutional mon- 
archy, republic or a federation of individual states, 
is immaterial to the nation as a whole. The econo- 
mic life of the country will remain the same, with 
the difference that every legal end of commercial 
transactions will.be made more simple and more 
stable. 

One of the first steps of the new regime will be 
the establishment of a commercial treaty with the 
United States, as already hinted in cable news from 
Petrograd. Democracy, the power of the people— 
that is the tocsin of new Russia. Never before in 
the history of the nation has Russia been shaken so 
strongly in its fundamentals as at present. Prob- 
ably in no country on earth was the government so 
misrepresentative of the people as was the old Rus- 
sian government. 

It is the Russian people and their qualities that 
eventually will show forth in their new institutions, 
just as the character of the Saxon has asserted it- 
self in English institutions, and the character of 

‘the first American colonists that has molded the 
United States into what it is. For what the Russian 
peasant is to-day, that, quickened and refined by 
education and by the stir of larger interests, will the 
Russian nation be to-morrow. 

More than a thousand years ago, the Slavs had 
emerged from the wandering state of the nomad of 
the East, and settled down to till their soil, the val- 
leys of the Volga, the Don and Dneiper rivers. 
And after more than a thousand years the Russian 
people have remained the same as they used to be— 
peaceful farmers. Therefore it is the village, more 
than the city, that is the backbone of all the national 
life and peculiarities; therefore it is the village and 
not the city that will give the best ideas of the soul 
of Russia. Out of 180,000,000 population of Russia 


Rtas en old autocratic form of government 


only 25,000,000 are living in the cities. It is through 
Petrograd that the outside world thus far has seen 
Russia—a glass too highly colored by foreign in- 
fluences and the crimes of a corrupt autocracy to 
afford a fair view of a people whose life from time 
immemorial has been one with the open fields. 

The first thing that strikes one on seeing the 
Russian rural life is its strong similarity with the 
Saxon village of early England. Like the Saxon, 
the Russian by his nature is an individualist. He’ is 
willing to take his chances in a general mixup and 
yet remain an individual, socially. While the old 
Saxon always envied the patrician until he himself 
settled in a town, a Russian moujik loves nature 
and land and comes always back to his village. The 
English farmers rather sold their land to the 
barons, but the Russian peasant community suc- 
ceeds to the property of the baron. In Russia it is 
the village, not the individual, that has owned the 
land, though not the homes. 

The average Russian is exceedingly hospitable, 
generous, simple, religious and highly emotional. 
Emotionalism has been to a great extent the cause 
of many Russian social-political troubles in the past, 
for a moujik would sacrifice his last property for a 
cause, an idea or a venture, regardless of any re- 
sults. You will not find a better hearted, a more 
noble man in the world than a Russian moujik. 
With all his illiteracy, his lack of education, he is a 
born artist, a man for whom the aesthetic ends of 
life are everything. For that reason you will find 
a highly cultivated art in Russia, in which the na- 
tion surpasses this country by far. You will find all 
the impulsiveness of a child-like nature. In all the 
communal life a Russian moujik has remained al- 
ways a strong practicer of co-operative methods. 

The Russian workman is a moujik who, having 
come to make some money for his family, carries 
with him naturally all the good and bad qualities. 
Despite the early start which the other nations had 
over Russia in industrial development, there has 
quietly grown up,in the Russian towns an institu- 
tion which shows deep philosophic meaning in the 
national character. This institution, which is known 
as the Artel, had its origin in the traditions of the 
village. Though still in a most primitive state, the 
ancient Russian farmers perceived a truth which 
the western nations are only now beginning to real- 
ize, that it is better to co-operate than to compete. 
And so, instead of working their fields, selling their 
products, and purchasing their supplies individually, 
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they acted in groups and divided the profits. Despite 
the allurements of “civilization” of the city, the 
Russian peasants have continued this barbarous 
practice of co-operation. 

The co-operative tendency is so widespread both 
in the rural districts and in the cities, that it has 
taken hold of the people’s imagination so strongly, 
that they cannot conceive any big success in a larger 
commercial or industrial enterprise unless itis based 
upon co-operative principles. The number of Rus- 
sian co-operative banks and stores has increased 
during the past few years so rapidly that they repre- 
sent a capital of 500,000,000 roubles and have a 
membership of 6,000,000 people. In Moscow there is 
the central office of the co-operative banks and co- 
operative stores of central Russia. Other centres of 
co-operative peasant business are to be found at 
Chita, in Siberia, at Tiflis, in the Caucasus and in 
Petrograd. This is proof beyond controversy that 
the Russian peasant and workman are instinctively 
democratic. The late Tolstoy can be considered as 
a glorified Russian peasant uttering his heart to the 
world from the cross of the ages. 

The next important type of an average Russian 
is a merchant, kupez, who makes his sales and pur- 
chases before a samovar—tea kettle—and an ikon. 
Trade for him is not a means of gambling but a 


sacred profession on which he looks as on a tradi- 
tional inheritance of his ancestors, a profession by 
which to make an honest living and save something 


for his family. Not for any amount of money 
would a reputable Russian merchant ruin his firm’s 
reputation by failing to live up to his agreements 
and words. Most Russian trades are based on ver- 
bal promises. The only trouble with Russian business 
men is that they are too conservative and opposed 
to change. Instead of investing superfluous capital 
in new industrial ventures, stocks or municipal se- 
curities, they keep it in their safes. If a merchant 
has 50,000 roubles he keeps it in his home. There 
are tens of thousands of rich merchants, often abso- 
lutely illiterate, whose money is kept “dead” in their 
homes. 

Thus the Russian racial character, as a whole, 
is a guarantee that the economic-industrial life of 
the country will be little affected by the present un- 
settled political conditions. . The people being dis- 
satisfied with the bureaucratic government of the 
past are now wholly devoted to reforms, particularly 
the reforms that will help the commercial life. Not 
only will the new government see that business is 
carried on under better protection of the law, but 
also that the newly appointed heads of the depart- 
ments and representatives of the country in the 
United States are replaced by men of ability, in- 
tegrity and broad views. One of the worst draw- 
backs for the Russian commercial interests in this 
country was the bureaucratic representative of the 
old government. In my commercial activity in this 


country, I had eternal trouble with the Russian 
officials—chinovnicks—here, fighting against their 
graft, stupidity and inefficiency always. Those 
Russian government officials whom the old govern- 
ment had sent here either to purchase munitions or 
other materials needed for various departments at 
home, proved to be the limit of the politician type of 
Russian. Not only did they take secret commissions 
and purchased inferior goods, but they hampered the 
business men who had nothing to do with the gov- 
ernment. Thus our corporation, having orders from 
the Russian municipalities, was unable to get per- 
mits for shipments from the commercial attache, 
simply because we would not bow before him. 

What Russia will need immediately after the 
war most of all to purchase from this country, are 
agricultural machinery, railway materials, ma- 
chinery needed for building roads and streets, muni- 
cipal supplies of every kind, and tools. Germany, 
England and Belgium will hardly be able to supply 
all that Russia will require so soon. The feeling 
created by the war with Germany will play a great 
role in Russian business for many years to come. 
I think that the Russian merchants will have noth- 
ing to do with the Germans for many, many years. 
The United States manufactured products have en- 
joyed the highest reputation in Russia, due to their 
simplicity, high quality and similarity of natural 
conditions. Russia, geographically and climatically, 
resembles the United States more than any other 
country. The American agricultural machines are 
better adapted to Russian fields than the German or 
the English. The only obstacle will remain the 
price. 

If American business men want to introduce 
their goods on the Russian market they should adapt 
their methods to Russian conditions. The distance, 
the delay in getting the goods to the customers, and 
the high price may be serious obstacles in the be- 
ginning. Many American firms are so inexperi- 
enced and stubborn in their ways that they do not 
want to spend even a few hundred dollars on trans- 
lating their catalogues into Russian, or spending 
some few thousand dollars for advertising. They 
are too prone to leave the representation of their 
firms to small agents, so as not to spend any money 
on introducing their goods properly, or they send 
salesmen who know nothing of Russian commercial 
conditions. An American firm thinks that sending 
its English catalogues to the Russian merchants is 
all that it needs. 

There is also the question of credit, which most 
American houses do not give. They think that a 
Russian merchant will send money here without see- 
ing his goods and wait for five months until his 
goods arrive. Any American manufacturer who 
wants to sell his products thus in Russia is greatly 
mistaken. There were orders given on a cash basis 
only during the war, when the government or the 
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firms needed the goods at any price, but this will 
stop with the end of the war. No credit, no busi- 
ness, is the word of commercial Russia. 

The war has been a great awakener of Russian 
commercial and industrial spirit. The abolition of 
alcohol has increased the wealth of the population 
and the cutting off of the foreign supplies has nearly 
doubled the home industry. Thus the output of 
copper, iron, tin, lead and coal has doubled in a few 
years. All kinds of new mills and factories have 
been built in the eastern section of the country, es- 
pecially in Moscow, in the Volga regions, in Siberia 
and in the Caucasus. The output of cotton has in- 
creased so rapidly that in five years more Russia 
will be supplied from its Turkestan fields. Only 
one-twentieth of the country’s fertile lands are 
cultivated. The steppes of Siberia, Southern and 
Eastern Russia and the Central Turkestan prov- 
inces, are the best future wheat and grain sources 
of Europe. But to cultivate all the rich lands now 
under forests or in steppes, immense quantities of 
power plows, tractors, harvesting machinery, thresh- 
ers and flour mills will be needed. So far the 
American farm tractor enjoys the highest reputa- 
tion in Russia, as do the American harvesting ma- 
machines, plows and motor trucks. 

The old Russian government sanctioned the 
building of nearly 50,000 miles of new railroads 
and 84,000 miles of new macadamised roads, 1,000 
miles of canals and other means of communication. 
These will require immense quantities of rails, 
freight cars, locomotives, tools, diggers, crushers 
and other machinery. It is estimated that the 
amount of all Russian railway purchases from 
abroad will be $500,000,000 in five years, or $100,- 
000,000 per year. England will get the bulk of 
Russian business after the war, but there will be 
plenty left for this country. 

The most important lines of business that con- 
front the American exporters and bankers in Rus- 
sia, are the prospective reforms of numerous 
Russian towns and cities which are rapidly pre- 
paring to make important steps in their technical 
reforms, the building of better water supply and 
sewage systems, trolley lines, pavements, markets, 
hospitals, bridges and other public buildings. 
While these Russian towns and cities have rapidly 
developed municipal art, charity and resources, they 
have remained behind the rest of the world in their 
technical equipment and public hygiene. The most 
neglected of Russian municipal problems are: 
the means of communication, the pavement and 
hygiene. The Russian streets, made from field 
stones in the old-fashioned way, are a great obstacle 
to the use of automobiles and motor trucks. Take a 
city like Petrograd, which with 2,500,000 popula- 
tion has the most miserable pavement imaginable. 
The big Nevsky and Liteiny avenues are made of 
wooden blocks, which are unsatisfactory, unhygienic 


and good only a short while. 


The Siberian towns 
like Irkutsk, Tomsk, Chita and Vladivostock, with 
a population of more than 100,000, have no pave- 
ments of any kind but ordinary gravel and sand, 
which becomes impassable in the spring and fall. 
There are ninety-six towns with a population of 


more than 100,000. Petrograd has a population of 
2,500,000, Moscow 2,000,000, Kieff 700,00, Odessa 
500,000, Saratoff 400,000, etc. 

The vast majority of Russian cities have big re- 
sources of income, possess public markets, hospitals, 
office buildings, museums, theatres, etc., and have 
never made any use of their public utilities. Their 
debt hardly amounts to more than 2 per cent. of the 
total wealth of the town, mostly 1 per cent. It is 
estimated that the total amount of indebtedness of 
the Russian towns is $1C0,000,000. Take for in- 
stance a town like Pskoff, with 100,000 population, 
seat of the provincial government, centre of the 
biggest flax trade of Russia, railways, communica- 
tion with the lake of Peipus and progressing, his- 
tory that dates back to the eleventh century—yet it 
has no water supply, no sewage system, no trolley 
lines, no pavements of any extent. The value of the 
ancient historic cathedrals, monasteries, museums 
and palaces alone can be estimated at $50,000,000, 
yet it has issued bonds less than one million roubles. 
These cities will be able to raise easily all the 
money they need for their improvement and they are 
going to place vast orders on most of their machin- 
ery abroad. It is estimated that the total amount 
of the expenditures of all the Russian municipali- 
ties, during the next five years will be $1,000,000,000, 
75 per cent. of which can be made in the United 
States, provided the manufacturers here are ready 
to take care of these prospective orders. 

The foremost condition for dealing with the 
Russian city governments will be to extend a credit 
of not less than six months, lower the price of the 
goods and freight and make preparation for future 
business right now. American municipal engineer- 
ing enjoys a high reputation in Russia. American 
municipal hygiene has inspired the Russian city 
governments to follow their example. The author 
of this article has interested prominent American 
municipal authorities, like Dr. Thomas Darlington, 
the former Health Commissioner of New York, Col. 
Merrit H. Smith, Chief Engineer of the New York 
Water Supply, Sir Henry M. Pellatt, and A. H. 
Martens of Toronto, and others to join hands with 
the Russian municipal reformers like Alexander De 
Bodisco, Municipal Director of Petrograd, Professor 
J. Holmogoroff of Petrograd, and others. The Rus- 
sian-American-Asiatic Corporation, offices 17 Bat- 
tery Place, New York, is the first commercial insti- 
tution trying to introduce American supplies and 
machinery to Russian municipalities. Thus far it 
has been studying the conditions, making reports, 
organizing and executing a few orders for those city 
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governments. As soon as freight conditions get 
normal and as soon as the price of products here 
goes down, large orders will be placed for all kinds 
of pumps, engines, machinery and supplies. 

To do business with the Russian city govern- 
ments, it is advisable that American firms take in 
payment for their machinery and products, 50 per 
cent. of municipal bonds, 50 per cent. cash upon the 
arrival of these goods in Russia. It must be em- 
phasized that the Russian municipal governments 
have never defaulted in paying their interest or 
capital debt and that there is no trace of that cor- 
ruption in the Russian municipal affairs, that pre- 
vailed in the national. The administration is vested 
in the board of aldermen, the mayor and his sub- 
departments, members of which are all elected 


by the inhabitants according to their property. 

One remarkable fact of Russian life must be 
noted: Every reform of the nation has taken place 
suddenly as a consequence of some great war. The 
great Tartar invasion united Russia into one power- 
ful nation; the Crimean War abolished the feudal 
system; the Russo-Turkish War gave the great judi- 
cial reforms and abolished capital punishment; the 
Russo-Japanese War gave the preliminary form of 
Constitutional government in the Duma; the pres- 
ent war will make Russia a United States of: Russia 
and open a new industrial and economic era by 
abolishing bureaucracy and alcohol. What John 
Ruskin said applies to Russia: 

“I found that all great nations learned their 
truth of word and strength of thought in war.” 


SPRING MEETING OF THE EXECUTIVE COUNCIL 


The Executive Council of the American Bank- 
ers Association will hold its spring meeting at 
Briarcliff Lodge, Briarcliff Manor, N. Y., May 7, 
8 and 9. At this meeting, matters which have de- 
veloped since the convention last September will be 
taken up, as well as the regular business of the 
Association. 

As heretofore, committee meetings will be held 
on Monday, May 7, and the other two days will be 
devoted to sessions of the Council. This year there 
is a new Section—the State Bank Section—whose 
executive committee will be present to report to the 
Council on the progress that has been made since 
last fall in getting the state banks welded into a 
working organization. The National Bank, Savings 
Bank, Trust Company, Clearing House, State Secre- 
taries and Institute Sections will also have reports 
of more than ordinary interest. 

During the period of the meeting, Briarcliff 
Lodge will be turned over to the exclusive use of the 
Executive Council. Accommodations will be avail- 
able only for members of the Council, officials, com- 
mittees, and such ex-Presidents of the Association 
as desire to attend. Owing to the steady increase 
in the numerical strength of the Council and com- 
mittees, the capacity of the Lodge will undoubtedly 
be taxed. 

Briarcliff Lodge will be open to receive guests 
on Saturday morning, May 5, as there are generally 
a few members of the Council desiring to spend the 
week end at the Lodge with their families. 


The Chicago de luxe train, arranged for and 
conducted by Harry Wilkinson of the Chicago 
Banker, over the New ,York Central lines, will 
leave Chicago Saturday, May 5, at 12.45 noon. 
There will be four dining cars on the train for the 
evening banquet on wheels, which will occur some- 
where in the state of Ohio. Out of Chicago there 
will be a table de hote luncheon ready to serve as the 
train pulls out of the station. It is expected this 
train will arrive at Scarborough station about 11.40 
a.m. on Sunday, May 6. This train will carry mem- 
bers of the Executive Council, committees, etc., from 
the great west. 

On Monday, May 7, Frank A. Vanderlip, presi- 
dent of the National City Bank of New York, ten- 
ders a reception at his home, “Beechwood,” at 
Scarborough, N. Y., to the members of the Execu- 
tive Council, all committees, ladies and guests from 
4 to 6 p. m., to meet members of the Federal Reserve 
Board of Washington, D. C. 

On Monday evening a banquet will be tendered 
to the Council, Sections and committees, bankers, 
guests and ladies, by Briarcliff Lodge and the Asso- 
ciation at 7.30 o’clock. Formal reception at 7 p. m. 

On Tuesday, May 8, at 8.15 p. m., Mr. Vander- 
lip tenders to the members of the Executive Coun- 
cil, all committees, ladies and guests a private 
performance of “The Yellow Jacket” in the little 
theatre on his estate known as Beechwood Play- 
house. This will be followed by dancing. 
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Checks Carelessly Drawn or not Properly 
Guarded a Source of Loss 


N spite of all the warnings that have been ut- 
| tered, in season and out, against careless or 
improper drawing of checks, episodes like the 
recent loss which occurred in a town in Colorado, 
through the raising of a check written in lead pencil, 
still figure in the current news. Carelessness in this 
respect is a prolific source of loss, although as a 
matter of fact it is only one phase of the troubles 
that beset the greatest check-using country in the 
world. 

It is one of the strangest features of the situa- 
tion that the public is too frequently lulled into a 
false sense of security by the use of some one of 
the numerous protecting devices on the market. 
Even though the amount be perforated and inked in- 
to the fabric of the paper, a clever operator can 
remove the ink and smooth out the perforations, 
afterwards “protecting” the raised check by the em- 
ployment of the same sort of machine that was 
used on the original. The psychological impulse on 
viewing a protected check is to assume at once 
that it is genuine. From this standpoint it might 
appear that a check not inked by a protecting de- 
vice is the safer; but perhaps the best rule to fol- 
low is that a check printed on safety paper, care- 
fully drawn, written in ink and with the fabric 
smashed by the best of protectors, is about all that 
can be asked in the way of precaution. By 
“safety paper” is meant not paper simply sensi- 
tized on one side, but paper in which the pattern 
and color are part of the fabric. 

But what shall be said of the invitation to fraud 
offered by the check printed on cheap writing 
paper, and written in lead pencil? It is asserted 
on good authority that probably ten per cent. of the 
items handled by the transit department of any 
metronol'tan bank are written in pencil other than 
indelible, and one per cent. of them might be al- 
tered without any erasure. In the case of the 
check cashed by the Colorado victim, the letter “n” 
in thirteen was rubbed out and the “ee” was easily 
made a “y.” If the drawer had begun the word 
“thirteen” near the middle of the check, as is quite 
frequently the case, and the figures had not been 
placed close to the dollar mark, it could have been 
made to read “one hundred thirteen” without arous- 
ing suspicion. A banker, giving his views on this 
subject, recently said: 

“It would seem that this matter should be taken 
up by state bankers’ associations which should pro- 
vide their members with literature pertaining to the 
subject, setting forth the proper and improper 
forms for writing checks, drafts and bills of ex- 


change, as well as quoting legal decisions bearing 
upon the subject, tending to show that the burden 
of responsibility in case of alteration rests on the 
one guilty of negligence, where it rightfully belongs. 
This literature could be in pamphlet form and 
distributed free to members, to whom a nominal 
charge might be made for the insertion of the 
member’s name. The bank in turn would distribute 
the pamphlets to its depositors by inserting them 
in pass books or statements, as the case might be, 
along with cancelled checks and vouchers. 

“If such action should appear too general, a 
rubber stamp might be provided the member, to 
be placed upon such checks as were carelessly 
drawn calling the attention of the drawer to this 
fact, these stamps to bear the signature of the 
state bankers’ association, thereby relieving the 
member of any embarrassment in his relation with 
his depositor.” 

The suggestions made are excellent, but they 
do not go far enough. Too much instruction in the 
use of checks cannot be given to depositors and 
there is room for a widespread campaign along this 
line. But on the other hand, there is an equal 
need of a campaign of education among banks, 
principally in the direction of guarding blank 
checks from all comers. The records of the Pro- 
tective Department of the American Bankers As- 
sociation show that the troubles experienced 
through raised checks form a small proportion of 
criminal cases, for the simple reason that in al- 
most any city or town in the country a man bent 
on fraud can secure a blank check on any bank 
known depositor to secure a counter check, which 
without the slightest difficulty. In New York city 
it is practically impossible for any one except a 
must be obtained from the teller and bears the 
words “Counter Check” or something similar 
printed across its face in red ink, indicating that it 
is good only if presented at the window by the 
depositor in person. If this condition could be 
made general, a large proportion of check troubles 
would disappear. 

No doubt there will always be a certain number 
of letterbox thieves and clever penmen, skilled in 
erasing everything from a check except the signa- 
ture; but by far the greater number of fraudulent 
check operators find it sufficiently easy to secure 
a blank check, fill it in to any amount and present 
it at some other bank for payment. Some of these 
operators apparently have almost a hypnotic power 
about convincing bank tellers that they are boyhood 
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friends or social acquaintances. The best rules 
seem to be: 

For banks: Use only the best of safety paper; 
use a distinctive form of printing or engraving, 
something that cannot easily be duplicated; safe- 
guard all blank checks, especially by withdrawing 
them from counters; and do not be inveigled into 
cashing checks without proper identification. 

For depositors: Write all checks in ink; com- 
mence writing the. amount at the extreme left, so 
as to leave no room for the addition of a couple of 
words that might raise the check a hundred dollars 
or so; be particular about those to whom you give 
your checks; and if you must use a protecting de- 
vice, remember that the best is none too good. 

It would be a great achievement if bank checks 
could be brought to an approach to uniformity in 
size. This is not a new idea, and more than one 
campaign to this end has been started, though 
without perceptible success. Out of a sheaf of fif- 
teen or twenty checks received from different 
sources, it is no exaggeration to say that probably 
not more than two will be found of the same dimen- 
sions. This condition has more than once caused 


reformers to ask in despair what would be thought 
of our government if it put out currency of all 
sizes and shapes. But the heterogeneity of check 
manufacture still goes on and reform seems fur- 
ther off than ever. 

The same remarks apply to the use of transit 
numbers on checks. Those institutions which have 
been progressive enough to adopt the numerical 
transit system are far from being a unit in the 
method of indicating the number. Frequently it is 
so well concealed on the check that it is almost 
impossible to find it; and probably the transit num- 
ber has already been printed in every nook and 
cranny of a check, except the back. But thure is 
hope. So many mercantile concerns now use elab- 
orate forms of voucher checks, telling the life his- 
tory of every transaction, that checks of legal cap 
size will soon be required, the face telling the story 
of the concern and the back providing a place fcr 
the amount, the transit number, the date, drawee’s 
name, signature and indorsement. Perhaps the 
rapid sweep of efficiency in the world’s business will 
some day beneficently reach the check situation and 
bring order out of chaos. 


TO FORCE EXTENSION OF COLLECTION SYSTEM 


The Federal Reserve Bank of New York sent 
notice March 17 to the 114 non-member banks not 
remitting at par in its district, that on and after 
April 1, 1917, the Federal Reserve Bank of New 
York would include in its par list the names of these 
114 banks, whether they agreed to remit at par or 
not. 

The plea for these banks to join the Federal 
reserve clearing and collection system is that 16,000 
member and non-member banks in the various dis- 
tricts are now remitting at par, and are using the 
system either directly or indirectly, and that every 
effort should be made to provide a direct, economical, 
and scientific country-wide check collection system— 
this, to meet the requirements of the Federal Re- 
serve Act and the instructions laid down by the 
Federal Reserve Board. 

The Federal reserve bank expresses the hope 
that these 114 banks will decide to remit at par, so 
that it may not be obliged to collect by other meth- 
ods, checks which it may receive, drawn upon them. 

It is understood that arrangements have been 
made with a notary in practically every town where 
a state bank not having agreed to remit at par is 
located, to handle for the Federal reserve bank items 
that are refused and must be protested, with a view 
of presenting the items through the express com- 
pany for collection in order to force these 114 banks 
inio line. 


The following is representative of the responses 
that are being received to this circular letter: 


A condition, and a hard, cold fact, that will not 
permit us to acceed to your desires or demands, 
without first using every available recourse at our 
command to prevent you from so seriously harming 
_and undermining the stability of this farming com- 
munity’s very necessay institution, owr country 
bank. 

According to our understanding, the Federal 
reserve system was organized to unify and 
strengthen the banking interests of the United 
States. It is therefore inconceivable that the men 
who are directing the affairs of your giant corpora- 
tion, would knowingly strike such a severe blow at a 
country institution, when we are all facing a foreign 
crisis, and an unknown future. The paramount 
issue now before us is properly to strengthen our 
financial condition, that we may well execute the 
trust imposed in us of keeping the deposits of our 
people safe from any possible harm, and we should 
have assurances of your assistance and not assur- 
ances of your avowed purpose to make conditions 
more difficult for us at this critical time. 

By your contemplated action you will not be 
helping us or our people, but will be doing us all a 
serious injury, and you will in no wise effect a bet- 
ter or less expensive service of collecting checks 
drawn on us, either for yourselves, or your member 
banks. 

Please give this plea your thoughtful considera- 
tion before you force the issue, as your intimated 
course of action may be the means of causing serious 
consequences to many country communities. 


q 
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Essentials of Credit Statements and Analysis 
of Credits and Balances 


What Bankers Must Look for in Passing on 
Applications for Loans, told to Cincin- 
nati Chapter, American Institute of 
Banking 


BY WILLIAM P. SHARER 


President First National Bank, Zanesville, Ohio, 
Chairman Committee on Credit Forms, 
American Bankers Association 

have 


learned much of the scientific side of bank- 

ing, an education of which many if not most 
of us were sorely in need; for the average country 
banker—and I believe I may as truthfully say, the 
average interior banker which will include our re- 
serve city friends—has much to learn of his profes- 
sion from a scientific and theoretical standpoint. 
It is well we should Jearn of the great economic 
truths and principles which underlie our business 
and this knowledge cannot but benefit and make bet- 
ter bankers of us, no matter how limited our field 
of operations nor how humble our part in the great 
financial world. 

At this time when interest rates are so ex- 
tremely low; when depositors are exacting the high- 
est possible rate for their money; when the cost of 
operation through increased cost of clerk hire, cost 
of supplies and taxes is continually mounting to 
new altitudes, the question of reasonable earnings 
on our capital becomes a serious one. Ground thus 
between the upper and nether mill stones, there is 
small margin for the absorption of losses. 

In comparing the Comptroller’s reports of na- 
tional bank earnings I find that the net earnings 
for the past several years are as follows: 


D ‘ee the past several years we 


149,000,000 


It seems quite probable that when the figures 
for the year 1916 are compiled they will show a 
continued decrease. 

If our losses are to be small our loans must be 
prudently made and if they are prudently made we 
must first know as nearly as possible the exact finan- 
cial condition of the borrower to whom we loan our 
funds. A wise provision of the Federal Reserve 
Act requires that borrowers file financial statements 
with banks from whom they obtain accommodations. 
This should always have been demanded by every 
banker, but while many bankers did make such re- 
quirements, many did not. We shall assume that to- 
day every well conducted bank does insist upon 


written and signed statements, which brings us to 
the form these statements should take. 

As chairman of a special committee of the 
American Bankers Association for the adoption of 
a set of uniform credit forms, I have given much 
attention to and gathered many specimens of blanks 
used by the important clearing house associations 
all over the United States. Some of these specimens 
are very practical while others are not; some are not 
only exhaustive in the information for-which they 
ask.but in my opinion are downright impertinent if 
not to say impudent; and I have wondered when 
studying some of these forms how any self-respect- 
ing man could be induced to answer the questions 
which they ask. 

What the credit man wants to know or rather 
what he is entitled to know, is on the one hand the 
amount and character of the borrower’s assets, his 
ability to handle these assets in a profitable manner 
and if his character is such as to entitle him to con- 
fidence. On the other hand we want to know the 
extent of his debts and when and how they mature 
for payment. The fact that some remote cousin 
was a horse-thief or that in her younger years his 
great grand-mother was not as godly as she might 
have been, has no particular significance in de- 
termining a man’s worthiness for credit. 

What our committee will finally recommend to 
the American Bankers Association I cannot say, but 
personally I shall favor a set of short forms. Some 
banks expect a,financial statement so complete that 
it will almost automatically loan their money in a 
safe and satisfactory manner; but if any of you en- 
tertain any such impractical ideas dispel them from 
your minds at once and understand that a finan- 
cial statement is but the means to an end. It is the 
means whereby the important items in the affairs 
of an individual or a business are presented to you 
in a systematic and orderly manner—separated and 
segregated one from the other that you may quickly 
grasp the true condition. With this information 
truthfully and completely placed before you it is 
then up to you, Mr. Banker, or Mr. Credit Man, to 
decide in the last analysis whether the borrower’s 
request shall be granted either in full or in part. 

I have said that what the lender desires to know 
is the amount and character of the borrower’s assets 
—what is it that we specially wish to know about 
the character of these assets? 

Different lines of business will present different 
propositions but we will take up here a very simple 
statement, that of the wool dealer for instance, 
whose business will show probably the following 
items; 
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LIABILITIES 
Capital and Surplus 
Other Liabilities 


ASSETS 
Ware houses 
Cash in Bank 
Stocks and Bonds 


This statement made by the wool dealer is very 
simple indeed. He probably owns warehouses down 
in the jobbing district somewhere, good as ware- 
houses for most any kind of business and conse- 
quently you can readily judge their value. Stocks 
and bonds may be quickly valued and his cash on 
hand is with your bank or one or two of your neigh- 
bors and can be promptly verified. You know that 
the wool he intends to buy always has a market and 
can be readily converted into money: that he is a 
man of prdved integrity and is experienced in and 
thoroughly understands his business—surely there 
is no great danger here. I fully agree with you that 
there isn’t much if this dealer can withstand the 
temptation to speculate and overtrade. It is true 
that the handling of wool is always mildly specu- 
lative but in ordinary years these changes of price 
are not sufficiently rapid to wreck a dealer whose 
trading is confined to limitations commensurate with 
his capital. 

We will next take the statement of the grain 
dealer which will read about as follows: 


ASSETS LIABILITIES 
Elevators A, B and C Capital and Surplus 
Cash on Hand Other Liabilities 
Grain 


The elevators are scattered out along the right 
of way of some railroad or railroads and are of 
little use except in the grain season and for the 


grain business. They are not so valuable or so 
readily salable as the wool merchant’s warehouses, 
consequently his grain on hand and his cash are his 
principal assets; yet grain is a commodity that com- 
mands such a quick market that we are willing to 
loan him liberally if he has our confidence; and loss 
in this business is unlikely except under such con- 
ditions as mentioned in the case of the wool mer- 
chant. 

If you will permit me to digress here one mo- 
ment—and I believe the subject is timely—I wish 
to say a word of warning against speculative loans. 
It is not only a wise banker but a courageous banker 
as well who can keep his customers who have specu- 
lative tendencies within bounds at this time. Money 
is abundant, everything is going up and everybody 
in the community has the get-rich-quick fever in the 
most aggravated form. 

In my judgment, the man with nerve of the 
proper kind—and it takes nerve to do it under ex- 


isting conditions—is he who has moral courage suffi- 


cient to say “no” to friend and foe alike when asked 
to take, without sufficient security, the many hazard- 
ous loans which are offered over our counters today. 

Recurring again to statements, here we have 
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that of the typical retail dry-goods merchant which 
ordinarily looks about like this: 


ASSETS 
Merchandise on Hand 
Accounts Receivable 
Cash on Hand and in 

Bank 
Furniture, Fixtures, Ma- 
chinery 
In this statement we find a slightly more com- 
plex problem. While the stock of merchandise pur- 
chased under the supervision of expert merchants is 
likely to be quite staple, it must be borne in mind 
that the stock of wool or grain is much more readily 
marketed than a stock of dry-goods. We must rely 
upon the statements of this merchant as to the man- 
ner in which the stock is invoiced, if his receivables 
are live and collectible, etc.; but if his comparative 
statements look favorable and he is turning his 
stock four or five times a year, we may feel pretty 
safe in loaning to this business if the statement 
shows two of quick assets to one of liabilities, or 
thereabouts. 
Other lines of retail business present much the 
same problems except the installment business where 
furniture, pianos and house furnishings are sold on 
the installment plan. In enterprises of this charac- 
ter the receivables in a well managed and going 
business may be regarded as a fairly quick asset, 
but if such a business gets into difficulties, the 
shrinkage of its receivables is usually very large. 
Continuing on to the jobbing business, I would 
treat it from a credit standpoint much as a retail 
business. It is probable, however, that a stock of 
merchandise in most instances is more staple than 
that of the retailer in the same line, but the jobber 
frequently grants liberal lines of credit to small re- 
tailers who are very hazardous risks, and in sum- 
ming up the jobber’s statement it is well to scruti- 
nize carefully his accounts and particularly his bills 
receivable. I think this will apply with special force 
to the jobber in groceries. 
Manufacturers’ statements present such varied 
items that we might spend a long time in discussing 
them. Here is a statement that might be used by 
any number of manufacturers, yet no two of them 
would present identical if even similar conditions on 
which to base a loan. 
ASSETS 
Accounts Receivable 
Bills Receivable 
Cash 
Manufactured Products 
on Hand 

Material—Raw and in 
Process 

Real Estate 

Buildings and Machin- 
ery 


LIABILITIES 
Capital Stock 
Surplus and Profit 
Bills Payable 
Accounts Payable 


LIABILITIES 
Capital 
Surplus 
Undivided Profits 
Accounts Payable 
Bills Payable at Bank 
Bills Payable—Paper 
Bills Payable — Paper 
Sold — Mortgages — 
Bonds 
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The first three items we shall pass for lack of 
time and for the additional reason that they would 
appear in practically all statements. In this in- 
stance, however, we shall take for granted that the 
receivables are clean and collectible and, with the 
cash, bear the right proportion to other assets and 
liabilities. 

Taking up the next item, that of manufac- 
tured products on hand, it is well to ascertain 
whether the amount is greater than it should be. 
Sometimes this item will amount to large figures 
because it is a seasonable business and stock must 
be accumulated at one season of the year to meet 
the trade demands of another. It is well to watch 
and analyze this item carefully for it may contain 
much dead stock that is absolutely unsalable or can 
only be moved at a great sacrifice. In my experience 
I have frequently found this item to be a sort of 
grave-yard for the mistakes of operating officials 
and the hiding of losses. 

Material, Raw and in Process.—This may be a 
very quick asset or it may not, but it is quite neces- 
sary that we know of what it consists. A stock of 
lumber of standard quality, length and sizes could be 
quickly turned. A stock of pig iron or rolled steel 
of ordinary commercial shapes and forms can also 
be quickly converted into cash; but if the lumber or 
steel has been cut up for some particular use or for 
some particular line of manufacturing it might be 
very hard to find a purchaser for it if not used for 
its original purpose. 

About real estate, buildings and machinery, I 
scarcely deem it necessary to say much. Unless a 
manufacturing concern is located in a very desirable 
location in a large city its real estate is usually of 
little value when not a going concern and the same 
is true of buildings and particularly so if they have 
been designed especially for some particular line of 
manufacturing. Machinery may be in good condi- 
tion, but in this country where improvements in ma- 
chine tools are of daily occurrence, the matter of 
obsolescence must also be considered as a machine 
may be new today and out of date tomorrw. 

We must rely largely on liquid assets for secur- 
ity of our loans to manufacturers and it takes close 
scrutiny at times to ascertain just what are the 
quick assets of a manufacturer. 

The amount of capital stock paid into a business 
is not so important if it has sufficient working capi- 
tal, which means liquid assets over current liabili- 
ties. The same may be said of surplus and un- 
divided profits except as they may be useful by way 
of ,comparison in ascertaining a firm’s progress 
from year to year. Accounts payable should be 
small and where the statement shows also an item 
of bills payable should be confined to obligations 
which are not due and from which no discount can 
be deducted whatsoever. 

In reference to bills payable, if the amount is in 
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proper proportion to the other items of the state- 
ment it has never mattered seriously to me whether 
this debt is to the borrower’s own bank or placed 
through brokers. If the paper is sold in this latter 
manner, however, you should be assured that the 
borrower has open lines of credit with his bankers 
which may be used in case of emergency or when 
the broker fails to take care of his requirements. 

Personally I like a statement without bonded or 
other mortgage debt, but bond issues are frequently 
encountered and if the concern is prosperous and its 
debt is funded for a considerable time it is no seri- 
ous menace to short time credit such as is granted 
by commercial banks. Conditions may arise, how- 
ever, where it becomes a very serious matter and 
under such circumstances do not fail to understand 
fully the indenture .of the mortgage, that you may 
know just how far the bonded indebtedness takes 
precedence over the general creditors. 


TRADE ACCEPTANCES 


If trade acceptances are to play an important 
part in the settlement of accounts due to manu- 
facturers, wholesalers and jobbers, they present ad- 
ditional problems to bankers and credit men. 

In the first place no statement will be complete 
or reliable that does not show a contingent liability 
which a concern must have, by reason of the indorse- 
ment and discount of such paper. ‘As to the desira- 
bility of using’ these acceptances I have not fully 
determined in my own mind. Their use in this 
country is not entirely new and if I am correctly 
informed were quite generally used thirty years ago 
by manufacturers of furniture in Cincinnati as well 
as other sections of the country. They went out of 
use along with the custom of settling accounts by 
note. Any banker of twenty-five years’ or more 
experience plainly remembers when the settlement of 
accounts by note was very general and these notes, 
then known as commercial paper, were regarded by 
banks as a prime investment. 

In the past two decades this custom has been 
discontinued and with few exceptions in certain lines 
of, business both the giving and discounting of such 
notes by business men has been regarded as bad 
commercial practice. As between the note and the 
trade acceptances I can see no material difference 
and while it is true that the use of either converts 
accounts receivable into temporary working capital, 
yet it is equally true that they may permit and en- 
courage over-expansion and over-trading which 
every banker knows to be the cause of many if not 
most commercial failures. 

As a rule when a business borrows on its own 
note it must show two of quick assets to one of lia- 
bilities, but if it were permitted to convert all of 
its accounts into trade acceptances and these in turn 
were converted into cash, we might soon have a con- 
dition that would be very unsatisfactory. It is well 


| 

| | 
| 

| 
| 
| | 
| 
| 
| 
| 
| 


804 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION April, 1917 


always to bear in mind that the mere promise to pay 
does not actually liquidate and discharge the obli- 
gation. 

The financial statement of the average farmer 
in this country is not hard to analyze or confirm. 
The location and number of acres and the improve- 
ments, his live stock, machinery, and the producing 
qualities of his land are not difficult to ascertain, 
while his debts are usually the common knowledge 
of the countryside. The general appearance of his 
* buildings, machinery and land are usually sufficient 
to convince the banker as to the desirability or un- 
desirability of the farm loan. I presume, however, 
that the farm loan will not long interest us as 
through the national Farm Loan Act the farmer 
will soon pass on his own crcdit. 

We might go on here indefinitely taking up 
statements in different lines of business just as we 
go on day by day in our respective banks consider- 
ing applications for loans. Each day we have the 
wool man, the grain man, the retailer, the manu- 
facturer, and the farmer. We have had them all 


during our banking experience and we will have 
them to the end of our days, but each time they 
come they present a new problem. No two men are 
alike, seldom do we find conditions identical and in 
this country of kaleidoscopic changes it sometimes 
seems that our experience of yesterday is of little 


help today. The idea I seek to convey, however, is 
that we may have a dozen men in the same line of 
business make statements on the same form, yet 
each demand a separate and distinct consideration. 

Remember also that capability and character 
cannot be set down in a financial statement, neither 
can they be over-estimated when considering the 
safety of our loans. Get all the figures you need, 
be as certain as you can that your prospective bor- 
rower is not only honest but understands his busi- 
ness as well, and with the use of ordinary judgment 
you will not lose much money. 


CREDITS AND BALANCES 


We all know that a bank must make its earn- 
ings through the loaning of its funds. If such were 
not the case you or I might sit down quietly in some 
obscure little office and personally loan the capital 
ef our respective banks, thus doing away with ex- 
pensive locations, extravagant fixtures, high priced 
organizations of offices, and clerks and all the other 
expense of receiving and clearing deposits. Is it 
not then right and proper and fair that an indi- 
vidual or corporation which offers a note as a de- 
posit or credit against which they expect us to pay 
their checks and grant them other banking privi- 
leges should maintain a balance sufficiently large to 
compensate us for this service? 

In paying the going rate for their loans they 


are merely paying for the use of the bank’s money 
but are not paying it for other services rendered. 
As our margins of profit grow smaller we must give 
more attention to these matters if we are to con- 
tinue to make satisfactory earnings. 

It is my experience that the average customer 
is inclined to be fair and reasonable in the matter 
of balances if presented to him in the proper light 
but, it is the small account or the very large one 
that declines to carry the proper balance. The big 
fellow usually has his own way or he won’t play; 
and as a rule we let him have his own way. We 
rather like the advertisement and prestige of the 
big fellow’s business, yet I firmly believe that no 
man can conscientiously believe himself to be a good 
banker until he can see the wealthiest account on 
his books go elsewhere if the demands of that ac- 
count are unreasonable and inconsistent with good 
banking. 

The customer of small means sometimes pre- 
sents another problem. I refer to that class who 
do a considerable amount of checking and deposit- 
ing, who are probably making some headway, never 
attempt to overdraw their accounts but never have 
any balance of any consequence. 

Having satisfied ourselves that this customer is 
worthy of a small credit, as wise bankers we should 
endeavor to show him that it is to his best interest 
to establish a small credit with the bank. This will 
enable a progressive young man to enlarge his busi- 
ness and will enable him also to carry an account 
with the bank that will be of more value to it and 
frequently is the means of developing a large and 
successful business from a very humble beginning. 

It is sometimes difficult to convince such a cus- 
tomer that it is wise to borrow; or that the banker 
has no ulterior motive in asking him to accept a 
small line of credit, but if he is the right sort he 
will soon recognize the arrangement as being mu- 
tually advantageous. There can be no hard and fast 
rules as to what per cent. of loans should be main- 
tained in balances as so many factors enter into the 
cost of and profit of an account that no general rule 
would apply. Each account should be carefully 
analyzed and treated accordingly. 

I believe the account that continually keeps a 
good profitable balance and can prove its soundness 
is always entitled to our first consideration when 
money is tight and also believe that our customers 
should be made to understand that the maintenance 
of good balances is an assurance that they will be 
well treated when credit is not easily obtained. 

It must be remembered, however, that the mere 
keeping of good balances is not in itself a sufficient 
basis for credit; and frequently a banker’s weakness 
for good balances has been the source of much profit 
to a certain class of crooks. 
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The Position of Country Banks on the 
Question of the Use of Acceptances 


Why This New Kind of Paper Has Made Lit- 
tle Headway in This Country—Some 
Things That the Government Could 
Do in Removing Restrictions and Hin- 
drances 


BY SRINIVAS R. WAGEL 
II. 


+ F the advantages of having an acceptance mar- 
] ket in this country are so great as mentioned 
in my previous article, what are the impedi- 
ments in the path of such development? It may 
seem paradoxical; but the truth is that not one of 
the parties that ought to be interested in accept- 
ances seems really anxious to help toward creating 
such a market. In not a few instances they have 
gone out of the way to combat the schemes that 
might even remotely lead to the creation of com- 
mercial paper with several signatures. 


Certain Objections 


The manufacturer feels that his pride is hurt 
because his signature and the collateral that he is 
able to offer for loans, mostly in the shape of securi- 
ties, should be considered inadequate. The retailer 
believes that it ought to be his prerogative to get 
out of a contract whenever it suits him. His dis- 
like of acceptances is based on his belief that it 
would bind him to his contract. The argument that, 
as a rule, the retailers are straightforward and.ful- 
fill their contract obligations is brushed aside, be- 
cause the retailer thinks that he is performing a 
magnaminous act in meeting his obligations. The 
country bank is also opposed to new methods of 
business; it is very jealous of what it considers its 
prerogatives—especially when a big bank insists 
upon any special mode of procedure. The present 
manner of conducting business is very profitable to 
the country banks who are able to insist on higher 
rates of interest. They point out to the retailer the 
risks they take in lending funds to him. It is but 
natural, therefore, that the country banks should 
not desire any change in the manner of conducting 
business which will lead to a reduction in the in- 
terest rate. But the most surprising part of it is 
the objection of the banks in the big centers as well 
as the government to acceptance business—except 
on a very restricted scale. When it is certain that 
a several-signatured piece of commercial paper is as 
good as currency and when it is known that on 
Many an occasion banks whose portfolios were full 
of stock exchange securities have been short of ac- 


tual cash, the objection to acceptances must be 
something very compelling. 


Banking in Europe 

In order to understand the position it is nec- 
essary to discuss in detail the nature and functions 
of banking not only in the United States, but also in 
England, France and Germany. It is needless to go 
into a discussion of the definition of banking or its 
general functions; but it is worth while having a 
clear comprehension of the essential differences. In 
England, banks perform the function of public de- 
positories while contributing to make the market in 
London the money market of the world. They pay 
special attention to international finance; indus- 
tries, manufactures, promotion of new companies, 
as well as stock exchange business, take a secondary 
place. In France, banks are public depositories even 
in a stricter sense than in England. International 
finance to a. limited extent receives special atten- 
tion—banks in France paying special attention to 
the securities of foreign governments. There are 
several classes of banks in France and there is a 
very strict line of demarcation between these dif- 
ferent classes; but all banks make it a rule not to in- 
terest themselves in Stock Exchange securities on a 
large scale. In Germany, banks are primarily in- 
terested in promoting industry and having direct 
representation in all industrial and manufacturing 
concerns, both within the country and in other parts 
of the world. They combine in themselves a number 
of functions which do not properly belong to bank- 
ing, as it is known in England or France. Being 
directly interested in industry and manufactures 
they take considerable ‘risk and their business is 
much more speculative than in the above mentioned 
two countries. 


Banking in the United States 


In the United States, banks are primarily in- 
terested in the stock exchange. The reason is sim- 
ple; a new industry, started in England, France or 
Germany, is never converted into a stock company 
until the company makes a certain amount of prog- 
ress. Until then, whoever invests capital in such 
a concern considers it pure speculation—banks not 
being allowed to do speculative business. In this 
country, on the other hand, the very first essential 
of any new industry is the issue of stock, and banks 
become directly, or indirectly, interested in such 
issues. In Europe, many an available and profitable 
enterprise is owned privately or by a few partners. 
As a matter of fact, joint stock business is even 
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frowned upon in the European countries, except in 
businesses which need unusually large amounts of 
capital. In the United States, even the very small- 
est business is incorporated and stock issued. The 
result is that practically all industry is concen- 
trated ‘in stock certificates. The banks cannot use 
their money, except by granting loans on stock cer- 
tificates. Let alone that, reorganizations and 
promotions are brought about through the direct 
intervention of banks, a stock certificate has the 
extraordinary capacity of fluctuating in value from 
hour to hour. Banks holding large amounts in such 
certificates naturally grow interested in speculation. 
Owing to the rapid growth of industry and wealth 
in the United States, fluctuations have been of a 
very wide range; and it so happens that, as a rule, 
banks have profited out of such fluctuations. They 
are anxious, therefore, to keep as much of their 
funds as possible in a shape which will be useful in 
facilitating stock exchange transactions. 


Fundamental Differences 


The principal reason why the acceptance busi- 
ness was not looked upon with favor in this country 
lies in the fundamental difference between Euro- 
pean and American banking. Even in Europe, as I 
will show later on, the development of acceptances 
was due to special conditions governing trade, in- 
dustry and commerce. There is a fundamental dis- 
similarity between the evidences of indebtedness 
which lie behind the items of loans and discounts in 
the American and European banks. Time bills of 
exchange form a considerable portion of the re- 
sources of the great banks of London, Paris and 
Berlin; whereas, the assets of the leading New 
York banks are largely based on stocks and bonds. 
The prohibition of the business in bank acceptances 
in the United States, as well as special conditions 
governing this market, led to the creation of a vast 
amount of promissory notes instead of time bills of 
exchange. The difference between these two classes 
of debt instruments accounts to a large extent for 
the dissimiliarity between European and American 
banking. In the case of time bills of exchange 
drawn and accepted by prime banks and bankers, 
there is practical uniformity of security. In the 
case of promissory notes or commercial paper which 
our banks handle there is no such uniformity; the 
acceptibility of the paper depends on the standing 
of miscellaneous mercantile and individual concerns. 
It is needless to explain that uniformity of security 
makes a proper discount market possible in any 
country. In single name paper, there is a lack of 
uniformity which makes such a market impossible 
in the United States. In Europe low rates are an 
meentive to business and an advance in rates con- 
stitutes a natural check. The New York call rate, 
on the other hand, bears only an indirect relation 
to trade conditions. The day-to-day fluctuations in 


this rate register mainly the speculative and in- 
vestment demand for stocks. The discount rates of 
European banks are comparatively stable, while 
the call rates in New York have been subject to fre- 
quent and violent fluctuations. 


Foreign Trade 


The United States has been again at a distinct 
disadvantage in connection with foreign trade; the 
importers, unable to open credit with their banks as 
is done abroad, are, therefore, not in a position to 
finance their purchases upon as favorable a basis 
as importers in other countries. They have, there- 
fore, been compelled to adopt one of two methods; 
either paying for the goods at once by remitting 
funds direct to the shipper or letting him draw a 
draft on the American importer and turning it over 
to the banker to forward for collection. As a rule, 
the American importer had his bank arrange a 
credit »with its London correspondent—a very ex- 
pensive process. He had not only to pay his bank 
a commission for arranging the credit, but he had 
also to pay the London bank a commission for its 
acceptance. Under this system, American imports 
have been unable to create a supply of exchange in 
New York which could be sold in foreign countries 
to those having paymerts to make in New York. 
The American exporters, of course, have been made 
entirely dependent on London, to their great disad- 
vantage. There was no chance of billing shipments 
in dollars because it entailed a risk of exchange. 
This risk became an especially serious handicap 
when competing with British exporters. “ 


Banks’ Profits 

It is evident, therefore, that the objection of 
banks to acceptances at present is not merely senti- 
mental. The conditions that I have described above 
are no longer operative to the same extent. Al- 
though there is yet no discount market in this coun- 
try, the changes brought about by the war both in 
the course of trade as well as the conditions of the 
money market in the different parts of the world 
are of far-reaching importance. But the big banks 
have to consider their profits. A bank acceptance 
is of no value unless it is discountable at a rate 
which is considerably below the official bank rate, 
or, in the United States, the charge for the day-to- 
day stock exchange business. So long as the banks 
are able to make large profits in stock exchange 
lending, they naturally do not wish to countenance 
a new instrumentality leading to a reduction in 
their profits. The discount rate again, is far from 
stable. The argument, on the one hand, is that 
money rates fluctuate because there is no discount 
market. On the other hand, others state that there 
is no discount market because the money rates are 
far from stable. There is again a fear that in- 
terest rates in this country may not remain as low 
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as at present, and any development based on present 
rates will prove futile, as soon as the London, Paris 
and Berlin markets are able to resume their normal 
peace vocations. 


Attitude of the Government 


To add to the difficulty, the government has 
given as few facilities as possible for the growth of 
acceptances. It is true that instead of opposing 
acceptances as in the past, the government has set 
a limit on the business which the banks can do in 
this respect. It is not understood that it is the 
height of absurdity to set any limit at all. If the 
volume of acceptances depends on the volume of 
trade, internal or foreign, it will grow or shrink 
according to the extent of available business. To 
set a limit means giving undue advantage to a 
certain class of merchants. On the other hand, the 
argument of the government is sound in certain 
respects. Owing to the fact that securities form 
the basis of banking in the country, the government 


At Kansas City, Mo., September last, the most 
representative body of bankers ever assembled in 
America, through resolution, unanimously adopted, 
expressed their loyalty to and faith in the Federal 
Reserve System. At the same time they declared 
certain of its features to be unessential and detri- 
mental to the interests of a vast majority of banks, 
and provided for the appointment of The Committee 
of Twenty-Five. This committee, co-operating with 
the Committee on Federal Legislation of the Amer- 
ican Bankers Association, was virtually charged 
with the responsibility and duty of working out a 
clearing and collection plan, nation-wide in its 
scope, and the operations of which will be fair and 
equitable to the banks and the public. 

1.—The Committee of Twenty-Five sought the 
views of the officers of every bank in America 
through a questionnaire. The results showed that 


more than 75 per cent. of the banks were opposed 
to the Federal reserve clearing and collection plan, 
and that the great majority favored constructive 
changes. 


2.—The Committee accumulated all available 
information bearing upon the various methods, sys- 
tems and practices in vogue, exchange costs, over- 
head expenses, volume and number of checks 
handled, etc. 

8.—The Committee held a two-day session in 
Chicago in December, deciding thereat to undertake 
to secure an amendment to section sixteen, giving 
banks the right to make a reasonable charge for 
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was partly right in holding that it was not alto- discounting it among themselves. 


WHAT THE COMMITTEE OF TWENTY-FIVE HAS DONE 


gether safe to let the banks do the same kind of 
business that is allowed in England or Germany. 
The main reason why acceptances or several-name 
paper was not allowed was that such paper could 
be manufactured easily. In European countries, the 
tradition of the banks, as well as the training of the 
merchants, combined to keep speculation and bank- 
ing as far apart as possible. Even in England, 
there have been two occasions when the manufacture 
of acceptance paper led to serious financial crises. 
But this government, however, was not altogether 
justified in its attitude because it has made no 
attempt to help the banks to create an acceptance 
business. Recent legislation has allowed the banks 
to take up acceptances. to larger amounts, at the 
discretion of the Federal Reserve Board. This is 
carrying caution too far. It would be much more 
in the interest of public policy even to allow banks 
to learn from experience, for it is hardly imaginable 
that under present conditions banks will adopt the 
very foolish course of preparing useless paper and 


service and expense incurred in covering by remit- 
tance or otherwise, checks and drafts presented 
through a Federal reserve bank, this charge in no 
case to exceed 10 cents per $100 or fraction thereof, 
based on the total of items presented at any one 
time. 

4.—On adjournment the Committee went from 
Chicago to Washington, for a conference with Sen- 
ators and Congressmen on the proposed amend- 
ment. 

5.—Representatives of the Committee appeared 
in conference before the Banking and Currency 
Committee of the House of Representatives, to dis- 
cuss the proposed amendment. 

6.—The Committee sent thousands of letters 
and other communications to bankers and business 
people explaining the facts, kept bankers’ publica- 
tions supplied with information, and conducted an 
energetic campaign up to the very closing hours 
of the Sixty-fourth Congress. 

The proposed amendment had every prospect 
of consideration and passage before matters of su- 
preme international importance intervened, render- 
ing action thereon impossible, 

Congress will convene in special session April 
2, 1917. The efforts of the Committee will be con- 
tinued, and with the loyal and united support of all 
bankers this amendment can doubtless be secured, 
and the way opened for the development of a plan 
based upon sound, efficient, and 
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TRADE ACCEPTANCES CONSIDERED BY CREDIT MEN 


BY JEROME THRALLS 


America has been publicly referred to in recent 
months by men who are recognized leaders in the 
banking and business world as being a nation of 
economic illiterates; a nation, 90 per cent. of whose 
manufacturers do not know the cost of production 
of the goods which they put upon the markets; a 
nation whose farmers show not more than 50 per 
cent. efficiency as compared to the women farmers 
who are tilling the soil of some of the war-stricken 
nations of Europe; a nation whose natural re- 
sources are being dissipated, and, whose monied 
capital is being inefficiently applied and ow 
restricted. 

These are serious indictments against Ameri- 
can intelligence and industry. If only partially 
true, they should arouse every banker, farmer, 
manufacturer, business and professional man to a 
sense of duty and activity that will bring the 
changes, corrections and improvements that are 
necessary to make America the greatest nation in 
the world in intelligence, industry, efficiency, pro- 
ductivity and high-grade citizenship. 

The American Institute of Banking is earnest- 
ly endeavoring to enlighten, improve and better 
equip its twenty-two odd thousand members so they 
will supply the ever-increasing demand for well- 
trained bankers. 

The Agricultural Commission of the American 
Bankers Association, co-operating with the Agri- 
cultural Department of the government and with 
the agricultural colleges of the various states, has 
done and is doing a most valuable service. Its 
efforts in many states have increased the produc- 
tion, improved the standard of products, revived 
and conserved the fertility of the soil, wiped out 
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many prejudices and misconceived notions about ’ 
the farmer, and have raised the standard of rural 
life and activity. 

The developments of the two years past’ have 
brought greatly increased demands upon and re- 
sponsibilities to America in her relations with the 
Our banking 
resources will need be more effectively applied. 
Our production must be greatly increased; our 
manufacturing improved, and our system of mar- 
keting made efficient and adequate. 

All existing agencies must be called upon to 
increase and intensify their efforts to the end that 
the maximum efficiency, in production, manufac- 
turing, marketing and distribution shall be at- 
tained at the earliest possible moment. 

The Federal Reserve Act, while not perfect, 
provides for the mobilization and conservation of 
banking resources, removes many useless restric- 
tions and opens new and important channels 
through which the ‘banks may more safely and 
efficiently utilize their funds. Some functions of the 
Federal reserve system are necessarily slow in 
coming into general use. Section thireen of the Act 
provides for a highly desirable kind of paper known 
as trade acceptance. 

A trade acceptance is a plain draft drawn upon 
the purchaser of goods by the seller, across the 
face of which draft the drawee has indicated his 
acceptance in writing over his signature and which 
has a definite maturity. 

A trade acceptance to be eligible for redis- 
count at a Federal reserve bank must mature within 
ninety days form date offered for rediscount (not 
from the date of the acceptance), and must show 
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by some form of statement signed by the acceptor 
that it has arisen out of a commercial transac- 
tion. The accompanying is a desirable form. 

This class of paper serves as high-grade second- 
ary reserve as it is readily taken by the Federal 
reserve banks at a special rate. Seventy firms lo- 
cated in eighteen states and representing forty 
lines of business have used the trade acceptance 
during the past year. The cotton industry ranked 
first in its use; lumber second, and in all probability 
oil ranked third. These seventy firms report that 
the trade acceptance met all requirements in a 
most satisfactory way. They found that the trade 
acceptance afforded the following advantages to the 
seller: 


Served as a check on over-buying. Pre- 
vented the taking of unwarranted discounts. 
Simplified their bookkeeping. Reduced the ex- 
pense of collection. Made prompt payment 
more certain. Eliminated many disputes. Made 
their assets liquid and more easily convertible. 
Made possible the concentration of their lines 
with their local banks, relieving of the necessity 
of depending upon note brokers (trade accept- 
ances not being subject to the 10 per cent. 
restriction except as to the paper of any one ac- 
ceptor). 


The banks that had the accounts of these 
firms benefited because: 


They could extend accommodation to 
worthy customers beyond the 10 per cent. lim- 
itation. They acquired paper eligible for redis- 
count at special rates at the Federal reserve 
bank, which would therefore serve as a good 
secondary reserve. They were enabled to get a 
more definite line upon the liquidity of their 
customers’ business. 


The buyers were benefited because: 


They were given better prices. They 
gained better credit standing with the sellers 
and with banks. They were’checked from over- 
buying. They were privileged to nay their bills 
at their own office or bank. Some were enabled 
to purchase on the same basis as for cash, and 
others were allowed special “acceptance dis- 
counts.” 


Comptroller of the Treasury Warwick has an- 
nounced that any charge for exchange on checks 
presented to the United States Government in pay- 
ment of dues can not be paid. Mr. Warwick points 


GOVERNMENT WILL NOT PAY EXCHANGE CHARGES 
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The trade acceptance should not be encouraged 
with the thought of transforming past due accounts 
into live assets and inducing the extension of ad- 
ditional credit. Over-expansion should be carefully 
guarded against. 

The trade acceptance should be developed be- 
cause its proper usage will draw a closer line upon 
liquid and non-liquid assets and will make the same 
amount of invested capital do greatly increased 
work. It will give the worthy firms easy and am- 
ple accommodations and will serve to eliminate the 
unworthy ones. 

The National Association of Credit Men held a 
conference in New York City March 9, 1917, at 
which over two hundred credit men from various 
cities assembled for the purpose of discussing trade 
acceptances. The American Bankers Association 
was represented by Messrs. Freas B. Snyder, vice- 
president First National Bank, Philadelphia; John 
E. Rovensky, vice-president National Bank of Com- 
merce, New York; Louis S. Tiemann, assistant 
cashier American Exchange National Bank, New 
York; George H. Kretz, vice-president National City 
Bank, New York; B. D. Harris, vice-president Na- 
tional City Bank, New York; Harry E. Ward, vice- 
president Irving National Bank, New York; Fred. 
E. Farnsworth, general secretary American Bankers 
Association, and Jerome Thralls, secretary Clear- 
ing House and National Bank Sections of the 
American Bankers Association. 

The meeting convened at 10 a. m., and con- 
tinued in session until 5:30 p.m. The question was 
covered from every angle by representatives of 
various lines of industry. It was the consensus of 
opinion of those present that the use of the trade 
acceptance should be encouraged in every possible 
way, aS a means through which many abuses that 
have grown to be a menace to legitimate business 
may be eliminated. The same capital may be made 
to do greater service, liquid and non-liquid accounts 
may be definitely established, reckless buying may 
be curtailed, business may be made more stable, 
credit for the deserving may be made more free 
and easy and the financing of illigitimate business 
may be made more difficult. 


out that there is no government appropriation avail- 
able for the payment of check collection charges 
and states that it is a matter for adjustment be- 
tween the bank and the disbursing officer. 
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THE BANKER’S PART IN RETAILING 


owner of an unusually prosperous and pro- 

gressive general store, and one of the 
reasons for his prosperity is the close relationship 
between: him and the local bank. The bank always 
knows where Huber stands. There is never any 
doubt. He discounts his bills; he keeps up his col- 
lections, or he and the bank know the reason why. 

Every day he puts on the desk of his banker a 
statement of the total sales of the day before, with 
a statement of the profit or loss; a statement of the 
stock on hand; the amount of outstanding accounts; 
a summary of the money he owes to jobbers, manu- 
facturers, and others; and all this information, in 
summarized form, is given for the current month 
up to the date of the report. 

“T don’t know how often he looks over those re- 
ports,” said Mr. Huber, speaking of his banker, “but 
he has them when he does want to know about my 
business, and I do know that this plan has made us 
understand each other a good deal better. He has a 
binder in which he puts all these reports for instant 
reference and we are both making money.” 

The Associated Advertising Clubs of the World 
has organized a new department, with the counsel of 
many of the biggest experts in the country and with 
the aid of Harvard University and others, which 
hopes to multiply the breed of merchants like F. C. 
Huber, and no one could be more vitally interested, 
surely, than the bankers of the country. 

This applies most especially to the banker in 
the smaller community, both because his business is 
largely with the local merchants and because it is 
the merchant in the smaller place, as a rule, who 
especially needs help. The big city merchant can 
well afford to employ expert accountants to lay out 
and to operate business records that will-show him 
and his bankers just where he stands at all times. 
It is the little merchant, especially, that the adver- 
tising men have planned to help, and it is for him 
that business record systems have been devised that 
are so simple that he or his present bookkeeper can 
easily keep them. 

When a merchant gets one of these business 
record systems well under way, the banker with 
whom he does business is going to be safer for 
several reasons: 


1—Because the bank will know just where the 
merchant stands every day, either through 
receiving daily reports, or through gaining 
this information when loans are asked. 
2—Because a merchant who has the figure facts 
about his business is a safer man to deal 
with on general principles. Knowledge of the 
figure facts give him control of his business. 
8—Because, along with the business records, 
there will go an advisory service that will 


QO in Larrabee, Iowa, F. C. Huber is the 


enable the merchant to interpret the facts 
he learns about his business. 

4—Because he and many others in his same line, 
in towns of similar size and character, will 
have their information on a common basis. 
They can speak in a common language and 
compare results. 

The association has believed the supplying of 
systems should be undertaken in a national way and 
on a very large scale for two reasons: 

First—By supplying a large number of them, 
it will be possible to furnish them and the service 
that will be rendered in connection with them at a 
nominal price. 

Second—By installing the same system in a 
large number of stores in each line, so that each of 
a large number of merchants will have the same 
facts it will be possible, through the service de- 
partment of the Associated Advertising Clubs at 
Indianapolis, in co-operation with the Business Re- 
search Bureau of Harvard University, to compare re- 
sults in various communities, and this to give a local 
merchant the advantagé of the experience of many 
other merchants in the solution of his problems. 

The proposed records, though simple and easy to 
keep, will afford the retailer a perpetual inventory, 
showing him among other things: 

The total capital tied up in his business. 

The total of his outstanding accounts (at 
all times). 

What parts of his business are making and 
what parts are losing money. 

What classes of goods sell rapidly; what 
slowly. 

How many turnovers he gets a year on the 
line as a whole, and in each department of his 
business. 

How much each sales person is selling and 
therefore earning.\ 

Just what, at all times, he owes. 

Those are only a few of the things the records will 
tell the retailer, and are cited merely as examples. 

The advertising men suggest that with such 
records the merchant can at all times show his 
banker just where he stands, and in the event of a 
fire, he can give the insurance company such accu- 
rate information as to the current condition of his 
stock that adjustments can be made with practically 
no delay, as has been proved through experience. 
The dangers of over-stocking, or of robbing the 
operating capital to too great a degree througir ex- 
tending too large a volume of credits, need have no 
terrors under the operation of such a system. 

The systems, complete with binders and forms 
sufficient for one year’s use, cost $25 each, and this 
is to include the subsequent service which this de 
partment will render. 


| 
| 
| 
| 
| 
| 
| 
| 


April, 1917 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 811 


Agricultural and Industrial Phases of the 
Economic History of Mexico 


By T. W. OSTERHELD 


AUHUTEMOC, Hernan Cortez, Hidalgo Em- 
4 peror Iturbide, Santa Ana, Comonfort, Maxi- 
milian, Juarez, Diaz, Madero, Huerta, Car- 
ranza. These names sum up the political history of 
Mexico and each one may be taken as representing 
the composite type of the agricultural and industrial 
productive units of his individual period in the eco- 
nomic history of Mexico. ’ 


To understand clearly and concisely the constant 
shifting of the economic history of Mexico, indus- 
trially and agriculturally, the fundamental factors 
which are the mainsprings of these historical actions 
must be fully recognized and defined. 


The first of these is man himself as an economic 
unit existing in that republic as (a) the industrial 
iniative, (b) the industrial non-initiative but imita- 
tive and (c) as the industrial non-initiative, non- 
imitative. These distinctions can be stated, ethno- 
logically, as belonging first to the Caucasian, second 
to the Chinese, and third to the American Indian. 


The second factor is the geographical situation 
of Mexico and the climatic conditions which modify 
so greatly the environment and contribute in such a 
marked degree to the efficiency of the productive 
units in the three groups above mentiomed. 


The third factor is the correlated economic in- 
termovements of the three contending groups which 
give as a result the political complications in Mex- 
ico. These have always been the determining ele- 
ments in the selection, by the productive units, of 
their political leaders as governing units. 


At this point it is well to give the definition of 
one of Mexico’s greatest agrarian students, “O. 
Peuss,” who states the following axiom: The only 
differences which clearly distinguish the races are 
their persistency and energy in agricultural and in- 
dustrial occupations. In this concrete sense the right 
of a race is determined by the greater number of 
the active and industrially persistent individuals it 
may contain. Their agricultural productive capacity 
and their anthropological properties coincide almost 
completely when we distinguish, as before stated, 
from an economic point of view the three groups of 
Taces as follows: The Caucasian race, which has 
produced the capitalistic industrial system; the sec- 
ond group, the Chinese, which can and does imitate 
this system; and third, the American Indian, who is 
incapable of being industrially efficient and repre- 
sents the lowest type of human endeavor, and can 
only be productive under the plantation system. 
Upon this principle and the various modifications oc- 


curring through geographical and climatic limita- 
fions are predicated all the development of Mexico, 
agriculturally and industrially. 

The historical division of progress in Mexico 
and its development along the two lines indicated 
may be stated as follows: The period of Cauhutemoc 
to Benito Juarez, or the mining cpoch; that of Benito 
Juarez through the reign of Porfirio Diaz, the rail- 
road epoch; and thirdly Madero, Huerta and Car- 
ranza, the oil epoch. 

In the first period we have the substitution for 
the Aztec Emperor of the Spanish reign and the 
introduction into the repubic of the virile type of the 
white race. They initiated the great mining indus- 
try of Mexico, that of Guanuajato, El Oro, Pach- 
uaca, the entire mining industry of Durango and 
Chihuahua. They were the men who furnished the 
great capitals of Europe with gold and silver, and 
in New Spain founded the agricultural class around 
those centers of mining activity. They maintained 
a system transplanted from Spain which made the 
Indian a slave. However, the war of independence 
put this aside and the Indian, although his govern- 
ment had been conquered by the Spaniard, indi- 
vidually retained in a great measure the same racial 
advantages as the Spaniards. 

Agriculturally and industrially, Mexico in this 
period from 1812 to 1866 was in constdnt racial 
evolution and showed great development of agri- 
cultural industry, always near the centers of mining 
activity. 

The revolutions of this period, which are inti- 
mately associated with the progress of Mexico, have 
a historical parallel in a manner modified only by 
environments in European agricultural history. Its 
mines were exploited, gold and silver extracted in 
fabulous amounts, progress was made in the high- 
lands agriculturally and industrially by the capital- 
istic group tendency of the Caucasian race. 

Exportations and importations increased con- 
stantly. The population grew rapidly; in 1793 it 
was 5,200,000 inhabitants; in 1878, 9,687,777; and 
in 1912, 15,115,612. 


Mexico from 1875 to 1911 


With the withdrawal of the French troops from 
Mexico and the inauguration of Benita Jaurez as 
President in 1867, begins the second period of Agri- 
culture and industry of Mexico. This is the period 
of its great President, Porfirio Diaz, and in this 
time Mexico with the accumulated wealth of her 
mines and her agriculture, became a great nation. 
It is really the age of railroads, of factories, and the 
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plantation system firmly established in that republic 
by the industrially initiative group which has always 
been the producer of the wealth in any country. 

With it begins the building of the railroad from 
Vera Cruz to Mexico, that of the National Railroad 
from Mexico to Laredo, of the Central from El 
Paso through the great mining districts of Chi- 
huahua, Aguas Calientes, San Luis Potosi, on to 
Mexico, and extensions of the Southern Pacific and 
the Mexican Central to the west coast of Mexico. 

Industrial Mexico began to dominate the agri- 
cultural population of that republic in wealth, in 
energy, and perseverance. The vigorous types of 
the Mexican race, and those of the Caucasian race, 
created for that republic a standing in the world 
which in 1910 at the Centennial, earned for its 
President, Porfirio Diaz, and his Finance Minister, 
Limantour, the admiration and well wishes of the 
entire world. 

The’ Revolutionary Period 


During the entire years of this development of 
Mexico through railroads, industrial establishments 
and great agricultural landed estates, the middle 
classes of Mexico became strong; and as with the 
French Revolution this class threw its wealth in the 
scale in favor of a movement towards industrial and 
agricultural democracy. It was a fitting climax for 
this period of Mexico, that as with the beginning 
under Cauhutemoc, the fall of the Indian Empire 
in Mexico should have taken place with the fall of 
their representative from Oaxaca. 

Madero’s reign as president was short lived, 
yet through this period the republic continued to 
show progress agriculturally and industrially, as 
will be seen by their exportations and importations. 
Madero’s death was followed by a shorter period of 
General Huerta, and the effects now of the un- 
stable conditions of Mexico became more and more 
apparent, reaching their lowest point in 1915, at 
which time the exports to the United States were 
$77,612,691 and the imports, $34,764,447. The 
eleven months to November, 1916, show, however, 
much improvement and gives positive indications of 
the improved conditions in Mexico. Imports to the 
United States are given at $94.666,087 and exports 
from the United States, $48,454,278. 
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The population in 1918 is given as 15,446,000, 
with the density per square mile at 20.13, and total 
area of 767,323 square miles. 


The Future of Mexico 

Whatever view may be taken of the causes and 
effects of the present revolution in Mexico, it can be 
stated without reservation that Mexico contains 
within its borders every element of wealth, agri- 
culturally and industrially, that contribute to the 
happiness and welfare’of the races. 

The revolution of 1911 was an agricultural 
revolution. A protest of industrial democracy 
against perpetualism as represented by Porfirio 
Diaz, serves as a demonstration that the industrially 
initiative groups will never allow themselves to be 
governed autocratically for any long period of time, 
or that the minor races are improved through long 
association with the great Caucasian race. 

When this revolution of Mexico will have be- 
come a historical event, it will be shown clearly that 
the great middle classes, industrially active and 
efficient, have thrown that dominant power and 
wealth in favor of a system of agriculture and in- 
dustry, adapted to the progressive nature of their 
race domiciled in the highlands of Mexico. 

When it is possible for Mexico to grow wheat 
and corn, to create a large export, its agricultural 
and industrial future is assured. 

No country has among its leaders so many men 
cognizant of the difficulties that present themselves 
in a country in which the races are so diffused. 
Each revolwtion in Mexico has been an evolution and 
has brought forth in its finality notable progress in 
industrial advance. Such will be the case with the 
present revolution, and no greater field presents it- 
self to the constructive talents and energy of our 
race than this country of inexhaustable resources. 
The present disturbance is not merely a mean- 
ingless disorder; on the contrary, it represents a 
transition period between two great epochs and 
when the ragged edges of the transition have been 
smoothed off the world will see the spectacle of a 
new Mexico, in a new and higher stage of its de- 
velopment. 


TO STIMULATE FOOD PRODUCTION 


Carefully compiled statistics having shown that 
there is every indication of their being a shortage 
of food supplies this year, through inadequate agri- 
cultural production, unless there is increased activity 
throughout the country in inducing the people to 
plant and raise food stuffs in gardens, there has 
recently been organized the National Emergency 
Food Garden Commission with headquarters in 
Washington, D. C. Charles Lathrop Pack of Lake- 
wood, N. J., president of the American Forestry 


Association, is also president of this commission 
and takes a most active part in its. work. The 
proposition is to inspire the planting of at least one 
million new food gardens during 1917, in an effort 
to overcome the food deficiency, to reduce the cost 
of living, and as a measure of intensive prepared- 
ness. This food commission will have the support 
of a commisioner in every state. Funds have already 
been raised and the press of the country will give 
its hearty support to the movement. 
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Health as an Asset in Banking 


Some Observations on the Fundamentals of 
Personal Efficiency by a Former Bank 
Man Who Has a Wide Reputation as a 
Knocker, But Who Is Also a Booster 


BY JAMES J. CORBETT 


ACK of care in preserving health is ofttimes, 

3 if not always, disastrous. Health is the 

basis of wealih. Health means clear-think- 

ing, right-thinking, poise, stability and success. 

Shakespeare’s admonition, “Fill all thy bones with 

aches,” was perhaps intended for bank officers and 
employees. 

The sedentary life that the banking profession 
forces one to lead ordinarily constrains neglect of 
the physical and so develops inefficiency. There is 
indeed reason for the droop of the shoulders, the 
necessity for eye-glasses, the lack of hair on the 
top of the head. 

Self-satisfaction, procrastination and _ incon- 
venience are causes for most habits which produce 
ill-health. It is difficult to start the care of the 
-body through systematic exercise when habits of 
living are irregular. Several years of the early 
part of my business life was devoted to bank work. 
Consequently I am fully aware of the hardships of 
combating premature ageing. The cramped life, the 
daily routine, the narrow confines of the banking 
institutions all too soon make one apathetic and in- 
different. However, there is no justification for 
entering-such a groove. 

‘ Poor digestive organs produce the chronic 
grouch, which drives business away from the bank 
and has a bad moral effect upon fellow clerks. Use- 
fulness is curtailed, mistakes are made in abundance, 


system becomes disorganized, bank profits disappear 
and finally the strength of the institution is im- 
paired; all because of the lack of exercise. 

There are many institutions where one may go 
and systematically exercise. For example, the gym- 
nasium in the club, in the Y. M. C. A., at home. 
You need no indian-clubs or dumb-bells; you need 
no teacher of calisthenics. You only require your- 
self and a little time. When you get out of bed in 
the morning, use the bedroom for a gymnasium; 
instruct yourself in the proper movements of the 
body, open wide the windows, breathe in deeply 
the pure air of the morning, cut out dissipation, 
drink, carousing. Spend the hour before midnight 
in bed and arise an hour earlier in the morning. 
“Early to bed, early to rise, makes a man healthy, 
wealthy and wise.” Walk for an hour through the 
park and along the countryside, swing your arms 
around and circulate the blood through the body. 

Think right thoughts, and spend your spare 
hours, in fact, all the time you possibly can, in the 
outdoor life. The result will be that the close ap- 
plication of the eyes to columns of figures, to ag- 
gravating balances, to shorts and overs, to monthly 
statements, will not seem so arduous and tedious. 
You will be physically preparing yourself for the 
higher position, the wider field, for power and in- 
fluence; the ability to accomplish depends on health. 
Moreover, your personal appearance will be meas- 
urably improved through systematic exercise. 

Brush the hair dry, “cut out” cigarettes, beware 
of the cocktail habit, choose your associates, regu- 
larly exercise, breathe in deeply the pure air of the 
morning, walk, walk, walk, and your chances for 
success in banking will be materially advanced. 
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Arkansas 

Louisiana 

Georgia Columbus 

Spring Meeting, Executive Council, 
A. B. Briarcliff Manor, N. Y. 

Oklahoma Muskogee 

Alabama 


Mobile 
Tennessee Chattanooga 
El Paso 
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Missouri 
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Idaho Boise 
Atlantic City, N. J. 


Topeka 
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Pennsylvania 
Iowa 
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Lake Placid 
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July 
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Rhode Island 
Wisconsin 
South Carolina 
Wyoming 
North Dakota 
Montana 
Delaware 
Farm Mortgage Bankers, 
Minneapolis, Minn. 
Amer. Inst. of Bkg-.....Denver, Colo. 
Illinois Quincy 
West Virginia..White Sulphur Spgs. 
American Bankers Association, 
Atlantic City, N. J. 
Louisville 


Sept. 
Sept. 
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Sept. 


Oct. 
Oct. 


Kentucky 

Indiana 

South Dakota 
Investment Bankers 
.. Marshfield 
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June 14-15 
June 14-16 | 
June 19-21 | 
June 19-28 | 
June 20-21 | 
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LEGAL DEPARTMENT 


THOMAS B. PATON, 


GENERAL COUNSEL 


WAR TAX ON TRUST COMPANIES AS BANKERS 


for the Second Circuit, has reversed the 

judgment of the District Court in Ander- 
son, Collector against Farmers Loan and Trust 
Company, which was one of the suits brought by 
trust companies in New York to test the applica- 
bility to trust companies of the special tax on bank- 
ers imposed by Section 3 of the Emergency Revenue 
Law of 1914. The decision sustains the constitu- 
tionality of the law and upholds the applicability 
of the tax. Many similar suits are pending through- 
out the country and trust companies have been 
awaiting this decision with great interest. The full 
text of the decision is given below, containing brief 
statement of the facts with opinion of the court 
rendered by District Judge Hand and concurring 
opinion of Circuit Judge Ward. 


A eS United States Circuit Court of Appeals 


UNITED STATES CIRCUIT COURT OF 
APPEALS FOR THE SECOND CIRCUIT. 


CHARLES W. ANDERSON, late Collector of 
Internal Revenue, Second District of New 
York, 
Plaintiff-in-Error 
(Defendant below) 
against 
FARMERS LOAN AND TRUST COMPANY, 
Defendant-in-Error, 
(Plaintiff below) 
Before CoxE and WARD, 
Circuit Judges 
and 
Avucustus N. HAND, 
District Judge. 


The Farmers Loan & Trust Company brought 
an action in the District Court for the Southern 
District of New York, against the former Collector 
of Internal Revenue, to recover $4,809.34, the amount 
of taxes paid under protest. The taxes were im- 
posed under the War Revenue Act, Chapter 331 of 
the Laws of 1914, 38 Stat. L. p. 745-764. Section 
8, sub-division “First” provides: 


“Bankers shall pay $1, for each $1,000 of 
capital used or employed, and in estimating 
capital, surplus and undivided profits shall be 


included. The amount of such annual tax 
shall in all cases be computed on the basis of 
the capital, surplus and undivided profits for 


the preceding fiscal year. Every person, firm 
or company, and every incorporated or other 
bank, having a place of business where credits 
are opened by the deposit or collection of 
money or currency, subject to be paid or re- 
mitted upon draft, check, or order, or where 
money is advanced or loaned on stocks, bonds, 
bullion, bills of exchange, or promissory notes, 
or where stocks, bonds, bullion, bills of ex- 
change, or promissory notes are received for 
— or sa sale, shall be a banker under this 
c 


The*Farmers Loan and Trust Company is au- 
thorized by the laws of New York under which it 
is chartered to do a banking business as well as a 
trust company business. While it is one of the 
principal companies in New York which acts as 
executor, trustee, guardian and depositary, it also 
does a very large banking business under the defini- 
tion of a “banker” given in the section of the War 
Revenue Act above quoted. 

The trial Judge directed a verdict for the 
Farmers Loan and Trust Company at the trial for 
the recovery of the tax from the former collector to 
whom it was paid, and upon the judgment on that 
verdict a writ of error has been granted. 


H. SNOWDEN MARSHALL, United States At- 
torney, Attorney for plaintiff-in-error, 
Gordon Auchincloss, Counsel. 

GELLER, ROLSTON & HoRAN, Attorneys for 
defendant-in-error, Edward H. Blane, 
Counsel. 


AvucGustus N. HAND, District Judge: 

Three principal questions are involved: 

(1) Was any part of the capital, surplus or un- 
divided profits of the Trust Company used or em- 
ployed in banking? 

(2) If any part was so used or employed, did 
the Commissioner of Internal Revenue have any 
proof of that fact before him which could furnish a 
basis for a lawful tax? 

(3) If the Commissioner had no such proof, 
was the tax, even though in fact due, legally col- 
lectible? 

If the first question is answered in the negative, 
manifestly no tax could have been imposed in any 
event. 

The Trust Company held investments to an 
amount exceeding the capital, surplus and undivided 
profits. While these investments changed from time 


= 


to time, they were held for long periods, and assets 
of the amount indicated may fairly be said to have 
‘been regularly invested. In 1906 the Trust Com- 
pany for the first time opened a so-called “capital 
investment account,” to which bonds and mortgages 
were debited to an amount exceeding the capital, 
surplus 4nd undivided profits. These mortgages ap- 
pear to have been carried from the securities ac- 
count and entered in this capital account in pencil. 

We do not think that the possession of securities 
of a value exceeding the capital, surplus and un- 
divided profits is proof that no part of the capital, 
surplus and undivided profits is used or employed in 
banking. Deposits are not the property of the de- 
positors, but of the Trust Company. The relation 
of a bank and its depositors is that of debtor and 
creditor, so that the deposits and the investments 
are all equally assets of the bank. The claims of 
depositors are liabilities of the bank. The capital, 
surplus and undivided profits are simply what may 
be left after the satisfaction of the liabilities to 
depositors and other creditors. The creditors may 
be paid out of any portion of the assets of the com- 
pany, and the capital, surplus and undivided profits 
represent a residue which, like the claims of credit- 
ors, may be made good out of any of the securities, 
cash, bills of exchange, promissory notes or other 
resources of the bank including its real estate. No 
segregation took place and the attempted segrega- 
tion was an artificial transaction that in our opinion 
had no reality. The statute upon any other theory 
becomes futile and meaningless and enables any 
bank holding investments equivalent in value to its 
capital, surplus and undivided profits exempt from 
any franchise tax under the War Revenue Act. 

Judge Wallace, writing for this Court in the 
ease of Leather Manufacturers National Bank v. 
Treat, 128 Fed. 262, said that undivided profits were 
taxable as part of the surplus employed in the 
banking business under the provisions of the War 
Revenue Act of 1898, which taxed capital and sur- 
plus employed in banking, and remarked that: 

“The argument for the plaintiff in error, 
if carried to its logical conclusion, would en- 
able a banking corporation to escape the tax 
at its volition, “merely by. refraining from mak- 
ing any distinct appropriation of the undivided 
profits. The tax reaches whatever has become 
substantially a part of the capital of the cor- 
poration, without regard to bookkeeping. 
Upon the facts set forth in the complaint, 
there is nothing to distinguish the undivided 
profits in controversy from the fund which 
many banking associations carry for years un- 
der that name, and which, though not tech- 
nically surplus or theoretically capital, are ac- 
tually a part of the capital of the bank. There 
is nothing in the circumstance that they were 
considered by the bank as a fund applicable 
to extra dividends, and to unexpected losses, 
and to depreciation of assets, to distinguish 


such accumulations from the technical sur- 
plus fund of the bank.” 
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Judge Lacombe upon the trial of the cases of 
Central Trust Company v. Treat, and Farmers Loan 
and Trust Company v. Treat, 171 Fed. 301, 302, dis- 
tinguished these cases from the cases of Leather 
Manufacturers Bank v. Treat, supra, by saying that 
in that case the company 


“was a bank engaged solely in a banking busi- 
ness, and presumably all the property that it 
had was employed in such business. But in 
the case at bar the plaintiff is not a bank or 
banker, and, although, it does some of the 
things enumerated in the section as indicative 
of such business, its principal business seems 
to be distinetively that of a trust company. 
“It will be observed that the ‘eapital and 
surplus,’ which is subjected to the tax, is that 
which is used or employed by the banker; i. e., 
in the banking business. The evidence shows 
that the entire amount of these undivided 
profits before, during, and at the end of the 
fiscal year were invested in municipal and rail- 
_way bonds and in the stocks of corporations, 
and were not in any sense employed in the 
business of banking, although the ownership 
of this large amount of securities available to 
make good losses in any of the enterprises 
which the corporation was conducting nat- 
urally increased its credit generally.” 


Thus Judge Lacombe seems to have based his 
decision primarily on the ground that the Farmers 
Loan and Trust Company’s “principal business was 
distinctively that of a trust company,” and upon a 
finding of fact that the capital and surplus were 
“invested in municipal and railway bonds and in 
the stocks of corporations, and were not in any 
sense employed in the business of banking.” This 
finding was based upon an affidavit of the president 
of the Trust Company in which it was stated at 


folio 200 of the Record.on Appeal to this Court 
that: 


“The entire capital and undivided profits 
of the said The Farmers Loan and Trust Com- 
pany are invested in real estate, bonds of the 
Government of the United States and of the 
City of New York, State of New York.” 


Upon this record the Judge writing the opinion 
of this Court said that: 


“The agreed statements show that the 
capital and surplus of both companies are 
permanently invested in stocks and bonds;” 


- Treat v. Farmers Loan and Trust Co., 
185 Fed. 760. 


It is obvious that the trial Judge in the present 
case was wholly controlled by what he conceived to 
be the rule laid down in Treat v. Farmers Loan and 
Trust Company, supra. He said in answer to argu- 
ment of counsel for the government: 


“Tf am wholly persuaded that the ruling of 
the higher court was that for the purpose of 


avoiding the taxes under the Act of 1898, it 
was enough if an amount of money, I care not 
where derived, equal to or greater than the 
aggregate of capital surplus and undivided 
profits was kept permanently invested. * * *” 


We do not think that the Treat case justified 
this conclusion of the trial Judge and regard the 
case of Canal and Banking Company v. New Or- 
leans, 99 U. S. 97, as holding that no such applica- 
tion of investments to capital, surplus and undivided 
profits follows from the mere possession of them. 
In that case the Canal and Banking Company was 
assessed by the City of New Orleans for $700,000 
as its capital, and the bank refused to pay the as- 
sessment, alleging that its capital, not invested in 
real estate, consisted of legal tender notes of the 
United States. The Supreme Court said: 


“* * * there was no proof in the cause 
to establish the fact that these notes consti- 
tuted the capital of the bank, any more than 
that any other equal portion of its assets con- 
stituted such capital. 

“The nominal capital of the bank was 
$1,000,000, and estimating its real estate at 
$200,000, the assessment was still $100,000 less 
than the balance of the nominal capital; and 
it was conceded that the bank had a large 
amount of assets independent of the currency 
in its possession. * * * Now does it lie 
with the bank to put its finger on a particular 
item of the assets—its money on hand, for 
example (which appears to have consisted of 
legal tenders)—and say that this item, and no 
other item, constituted its capital at that time? 
Does this depend on the mere option of the 
bank? Why was not its cash on hand just as 
applicable to its deposits and other obligations 
as to its capital? Not a particle of proof was 
offered, and it is difficult to see how any proof 
could have been offered, to show that the cash 
exclusively constituted the capital.” 


See to the same effect: 


People ex rel Commercial Cable Co. v. Morgan, 


178 N. Y. at page 440; 
State ex rel Jacobs v. Assessor, 37 La. Ann. 


ol; 
Real Estate Title Ins. & Tr. Co. v. Lederer, 
229 Fed. 799. 


Both the banking powers and the varieties of 
banking business done by the Farmers Loan and 
Trust Company have apparently increased since the 
decision was rendered in the Treat case. Judfe 
Ward in the opinion of the Circuit Court of Appeals, 
on the appeal from the decision of Judge Lacombe, 
in that case, said: 


“The only business the companies do as 
bankers within the definition of banking in 
the Act is the opening of credits by deposit 
or collections of money and paying the same 
out on check, draft, or order, and the loaning 
of money on stocks, bonds or secured paper.” 
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By the Amendment of 1914, Trust Companies 
were allowed in addition to their former banking 
powers to discount commercial paper and to accept 
drafts drawn upon them. The real distinction, how- 
ever, which may be made between the case of Treat 
v. Farmers Loan & Trust Company, 185 Fed. 760, 
and the case at bar, is that in the Treat case the 
trial Judge found as a fact that the capital and 
surplus were not employed in banking, but were 
permanently invested. In Leather Manufacturers 
Bank v. Treat, supra, this court had reached an 
opposite conclusion in the case where the sole busi- 
ness was banking. 

The Farmers Loan and Trust Company does a 
large trust business, the extent of which is not 
shown by the record. It also does a large banking 
business, the extent of which is at least partially 
shown. It would be possible to determine by further 
evidence the relative proportionate amounts of as- 
sets employed in banking and in trust business. If 
such a proportion were determined and it appeared 
that one-half of the assets were employed in bank- 
ing and the remaining one-half in trust business it 
would seem to follow that one-half of the capital and 
surplus was employed in banking. The computation 
might be difficult, but it seems to us entirely prac- 
ticable. 

The capital, surplus and undivided profits which 
counsel for the defendant-in-error insists were not 
employed in banking, but were permanent invest- 
ments, we regard as employed in all the business of 
the bank of every kind. They were available for 
any use, equally with all other assets of the com- 
pany, and were, therefore, employed both in the 
banking and other business. And this is because 
the words “capital, surplus and undivided profits” 
relate to no particular kind of property, but are 
expressions describing the amount of the residue of 
the assets after the liabilities have been deducted. 

The question will doubtless arise hereafter 
whether the so-called permanent investments of the 
plaintiff can be regarded as employed in banking. . 

Counsel for the Trust Company urge that the 
case of Spreckels Sugar Refining Co. v. McClain, 
192 U. S. 397, is conclusive, that this is not the case. 
The Supreme Court there held that interest re- 
ceived by that company from its deposits and divi- 
dends received by it from securities of other com- 
panies which it owned were not taxable under the 
Spanish War Tax as gross receipts in the business 
of refining sugar. The Court said: 


“But, clearly, neither interest paid to the 
plaintiff on its deposits in bank, nor dividends 
received by it from investments in the stocks 
of other companies, were receipts in the busi- 
ness of refining sugar. The moneys deposi 
by the plaintiff in bank were, we assume, on 
this record, the profits it had earned in the 
business in which it was engaged. Profits did 
not necessarily remain in the business; an 
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whether they would be divided among stock- 
holders or be used in the further prosecution 
of the business was for the plaintiff to deter- 
mine. They could have been used for purposes 
wholly distinct from the business of refining 
sugar. We are of opinion that the receipts by 
the plaintiff of interest on its bank deposits 
had no necessary relation to the business of 
refining sugar, but rested wholly upon some 
agreement or understanding between the bank 
and the depositor, which had no direct connec- 
tion with that business. And the same thing 
may be said of plaintiff’s investment of its 
moneys in the stocks of other companizs. In 
the absence of any showing to the contrary, it 
must be assumed that the declaration or the 
receipt of dividends on such stocks was wholly 
apart from the particular business in which 
* the holder of the stock was engaged.” 


The case at bar seems somewhat different. In 
the first place it is doubtful if any such occasion for 
the existence of the investments appeared in the 
Spreckels case as in the case of a banking institu- 
tion where large reserves are so important to the 
conduct and success of business. These investments 
as the undivided profits in the case of Leather 
Manufacturers Bank v. Treat, supra, are all to be 
regarded as employed in the business of the com- 


‘pany. 


In the case at bar the tax is levied on capital 
employed in banking and not upon income derived 
from the banking business. Assets may be employed 
in the business of banking when dividends derived 
from them are not receipts from the banking busi- 
ness at all. In other words, the terms of the statute 
regulating the tax in the Spreckels case were dif- 
ferent from those in the act determining the tax for 
the case at bar. The Spreckels case, therefore, 
never decided that the deposits and securities of 
that company were not employed in the business of 
refining sugar, but only held that income derived 
from those assets could not properly be regarded as 
coming within the definition of receipts from the 
business of refining sugar. 


It is, therefore, a question of fact to be de- 
termined at the trial, just how far the so-called 
permanent investments were employed in banking. 
We do not feel disposed to determine this as a mat- 
ter of law without having before us the respective 
requirements of the plaintiff’s banking and trust 
business for such a character of securities. The 
nature of the employment of the company’s real 
estate is also a question of fact. What proportion- 
ate amount is actually used for the banking business 
and for the trust business? If a further proportion- 
ate amount is used merely for leasing purposes, is 
such an employment in a purely additional line of 
business, or is it only in the banking and trust 
business because a mere method of saving rental 
for those lines of business where the land was too 
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valuable to justify a building to be occupied only for 
offices of the company itself? 

We, therefore, do not intend to intimate that the 
trial court is not free to determine from the evi- 
dence offered how far the capital, surplus and un- 
divided profits are employed in banking. But the 
fact of employment or non-employment is not to be 
determined by methods of bookkeeping, but by real 
transactions. We have suggested certain presump- 
tions apparently arising from the record at the 
former trial to assist the court in dealing with the 
proof which is likely to be hereafter offered. 


At the risk of some reiteration, the foregoing 
views may be summarized as follows: 


When a trust company is organized, obtains 
subscriptions for capital stock, and then opens its 
doors, begins business, and receives various de- 
posits, its assets comprise all its property of every 
kind. Some of this property it will invest in mort- 
gages, bonds and stocks; other portions it will loan; 
still other portions, constituting its cash on hand, it 
will hold to be drawn against by its customers; other 
portions of its funds will be used to pay clerks who 
are engaged solely in the trust, and not in the bank- 
ing, end of the business. We do not regard any 
specific assets as constituting capital of the com- 
pany. The capital, and in the same way the sur- 
plus and undivided profits, are the residue left after 
paying the obligations of the bank to its depositors, 
and any other indebtedness it may have. These 
claims may be satisfied out of any property and the 
balance remaining, which is the capital, surplus and 
undivided profits, is to be imputed equally to all 
kinds of property which the trust company may pos- 
sess. The proper way therefore to determine what 
part of the capital, surplus and undivided profits is 
employed in banking is to find out what part of the 
total assets is so employed; when that is done, the 
same proportion of ‘the capital, surplus and undi- 
vided profits must be thus employed. Any other 
construction of the act seems to us unreasonable and 
to involve the almost inevitable result that trust 
companies, which are: close competitors of the na- 
tional banks. (at times outstripping them in bank- 
ing business) will be found to be entirely free from 
a tax which the national banks will have to pay. If 
investments in securities are held for a long time, 
and exceed in value the capital, and a designation 
of these investments as investments of capitai can 
be regarded as indicating that the trust company 
employs none of its capital in banking, almost every 
trust company will escape the tax. 


The question remains whether the Commissioner 
of Internal Revenue was shown to have had any- 


_ thing before him which justified the tax, and, if not, 


whether the tax was legally collectible even though 
not in fact properly assessed. The Commissioner 
had before him in the letter of Mr. Sinsel of Janu- 
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ary 15, 1915 (Plaintiff’s Exhibit E), the fact that 
the trust company did a general banking business, 
and in the letter of the Secretary of the company, 
Mr. A. V. Heely, dated November 30, 1914 (Plain- 
tiff’s Exhibit 2), the monthly average of its capital, 
surplus and undivided profits. These letters each 
stated the claim of the company that the capital, 
surplus and undivided profits were not employed in 
banking. This partial information justified the 
Commissioner in concluding that the company was 
engaged in banking, and that it was taxable to some 
extent, but certainly furnished no sufficient basis 
for the assessment fixed, or the tax levied. The 
letter of Mr. Heely stated that the company was en- 
gaged in the business of a trust company, and, not 
only was this statement not contradicted by the let- 
ter of Sinsel we have referred to, but it is notori- 
ously the fact that such is the case. The evidence 
before the Commissioner, therefore, indicated that 
the capital, surplus and undivided profits were em- 
ployed both in the business of banking and trusts. 
In what relative proportions did not appear. The 
Commissioner might have required a further return. 
but we do not think that he was obligated to do this 
and might make the assessment upon information 
derived from any source. (United States Revised 
Statutes Sec. 3176.) 

This being the case, were the acts of the Col- 
lector in collecting the tax wholly illegal? We think 
it settled by the decisions that the assessment was 
not made without jurisdiction, and was prima facie 
valid. 


United States v. Rindskopf, 105 U. S. 418. 
Clinkenbeard v. United States, 21 Wall. 65. 


The fact that the Commissioner might not have 
had sufficient evidence to justify his computation 
did not render it void. We think it was correctly 
said in Schafer v. Craft, 144 Fed. 907 (153 Fed. 
175 on appeal) that: 


“Upon the most familiar principles one 
cannot by suit recover any taxes once paid, 
which in fact were due even though the exact 
maniuer of their collection was not authorized.” 


. The Dollar Savings Bank v. United States, 19 
Wall. 227; Haffin v. Mason, 15 Wall. 671; 
Northern Pacific R. R. v. Clark, 153 U. S. 252. 


; In order to recover any part of the taxes the 
Farmers Loan and Trust Company should have 
shown just what portion of the tax was levied upon 
capital, surplus and undivided profits which were 
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not used or employed in banking. It was not suffi- 
cient to show that the Commissioner proceeded with- 
out proper evidence or otherwise erroneously and 
then to rest, but the company had the burden of es- 
tablishing by a preponderance of the evidence that 
the tax collected, or some part of it, was not due. 

The contention that the tax cannot be lawfully 
imposed under the Federal Constitution because it 
is a direct tax and was not apportioned, is without 
merit. The tax is clearly upon a franchise to con- 
duct the business of banking and by familiar au- 
thority is lawful. 


Patton v. Brady, 184 U. S. 608. 
Thomas v. United States, 192 U. S. 363. 
Flint v. Stone Tracy Co., 220 U. S. 107. 


The judgment must be reversed and the case 
remanded for a new trial. 


WARD, Circuit Judge (Concurring) : 

As the tax imposed is only upon so much of the 
capital, surplus and undivided profits as are used in 
the banking business, Congress plainly contemplated 
that less than the aggregate of these elements might 
be so used. If the intention had been to tax all the 
company’s assets which were so used, it would have 
been easy to say so. The addition of the words 
“surplus and undivided profits” to the word “capi- 
tal” shows that Congress was confining the tax. to 
a specified portion of the company’s assets. Obvi- 
ously when a corporation, as in the present case, 
does other business in addition to banking, the whole 
capital, surplus and undivided profits cannot be 
used in each. How much, if any, is used must be a 
subject for proof. This is plainly stated in Canal 
Co. v. New Orleans, 99 U. S. 97, where, however, 
the court held that no such proof had been offered. 
Trust companies have a large and quick asset in the 
shape of their depositors’ accounts which are no 
part of their capital, surplus or undivided earnings. 
When the only banking done is, as in Central Trust 
Co. v. Treat, 171 Fed. Rep. 301, the opening of 
deposit accounts and lending of money on collateral, 
it would be quite natural for the company in doing 
the business, to resort first to deposited funds and 
perhaps to restrict the business to those funds. This 
is true in a less degree when the banking powers are 
more extensive. While mere entries in the com- 
pany’s books might not be decisive, still they may 
constitute part of the proof and resort should not 
be had to presumptions until positive proof fails. 
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PRIVATE LETTER BOXES UNDER FEDERAL PROTECTION 


in New York has recently handed down a 

decision under which private letter boxes in 
halls of apartment houses or of business firms, as 
well as rural free delivery private mail boxes, are 
placed under Government protection, the rifling of 
the contents of such boxes being declared a criminal 
offense under the Federal law. 

Private letter boxes have been peculiarly sus- 
ceptible to the operations of petty thieves who would 
extract letters therefrom and, where checks were 
obtained, raise the amounts and otherwise alter the 
checks so as to make them payable to cash, inflict- 
ing loss in many instances upon merchants and 
bankers who would cash such checks. Heretofore 


T° United States Circuit Court of Appeals 
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the Federal authorities have taken the position that 
no Federal crime was committed in such cases and 
that the offenders were punishable solely under the 
state law, the extracting letters from boxes being 
punishable only as petty larceny or, where checks 
were altered, the offender being subject to the more 
serious charge of forgery. Under the new decision, 
offenses of this character being punishable under 
the Federal statutes, the Federal authorities will 
take charge of such cases and witnesses can be sub- 
poenaed and brought from one part of the country 
to another, which is a great advantage. The de- 
cision is therefore of considerable importance and 
of especial interest to banks in the large cities 
where such offenses are frequent. 


OPINIONS OF THE GENERAL COUNSEL 


DRAWEE’S RIGHT TO TWENTY-FOUR 
HOURS BEFORE ACCEPTANCE 


The drawee of a bill of exchange is entitled to 
twenty-four hours after presentment in which 
to decide whether he will accept, and is en- 
titled to have the bill left with him for that 
period; but in the absence of agreement, drawee 
is not entitled to documents of title attached to 
the draft, prior to acceptance, and a collecting 
agent, unless expressly instructed, should with- 


hold the attached documents upon leaving the 
draft with the drawee for acceptance. 


From Mississippi—Section 129 of the Study 
Course of the A. I. B. volume on “Banks and Bank- 
ing,” says among other things: “The drawee of a 
draft for acceptance has twenty-four hours in which 
to decide whether or not he will accept, and he can 
demand that the draft or bill be left with him for 
that length of time.” We have been unable to find 
any law or case covering this particular point. Can 
you refer us to the proper authority? If it is the 
duty of a bank to leave a draft with the drawee 
for twenty-four hours in order for him to decide 
whether he will accept it or not, and if negotiable 
securities should be attached to the draft, what 
then? Should they be detached or left with the in- 
strument? 


The rule became established at common law, 
growing out of custom, that the drawee of a bill of 
exchange, when the same was presented to him for 
acceptance, was entitled, if he so desired, to a 
reasonable time to examine into the state of his ac- 
counts, and to deliberate whether or not he would 
accept the bill. To afford him this opportunity, 
twenty-four hours was allowed him for that pur- 
pose, and it was usual to leave the bill with him for 


that period. See, for example, Connelly v. McKean, 
64 Pa. St. 118, where the Court said: 


“If the drawee retains the bill an un- 
warrantable. time, the holder could sue him in 
trover. It is a reason which applies as well 
to a bill which had been négotiated before 
acceptance, for the endorsee may leave it in 
the hands of the drawee for acceptance. When 
the bill is presented, it is reasonable that the 
drawee should be allowed some time to de- 
liberate whether he will accept or no. It 
seems that he may demand twenty-four hours 
for this purpose, and that the holder will be 
justified in leaving the bill with him for this 
period. Byles on Bills, 177.” 


See also Montgomery County Bank v. Albany 
City Bank, 8 Barb. (N. Y.) 396, holding that on 
presenting a bill for acceptance, before it becomes 
due, it is not unreasonable that the drawee should 
have an opportunity, before he determines whether 
he will accept or not, of seeing whether he has any 
effects of the drawer in his hands. Hence, in such 
cases, the holder usually leaves the bill with the 
drawee twenty-four hours, or until the next day 
after the presentment; unless, in the interim, the 
latter accepts, or declares a determination not to 
accept. But there is no usage which will justify a 
bank, to whom a bill is sent, to be collected when 
due, in leaving the same with the drawee for a 
day, on presenting it for payment. 

It was further held at common law that if the 
drawee refuses to accept within twenty-four hours, 
the bill must be immediately protested. Ingram v. 
Foster, 2 J. P. Smith, 242. Furthermore, under the 
common law rule mere retention of the bill by the 
drawee is not sufficient to charge him as acceptor; 
there must be either destruction or a refusal to 


zz 
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return to the holder after a demand for its return. 
Westbury v. Chicago Lumber, etc., Co., 117 Wis. 
589. 

The Negotiable Instruments Act declaratory of 
the common law and codifying its rules on the sub- 
ject provides (I quote the section numbering of the 
Mississippi Act) : 


“Sec. 186. Time ALLOWED DRAWEE TO AC- 
CEPT.—The drawee is allowed twenty-four 
hours after presentment in which to decide 
whether or not he will accept the bill; but 
the acceptance, if given, dates as of the day 
of presentation.” 

“Sec. 187. LIABILITY OF DRAWEE RETAINING 
OR DESTROYING. BILL.—Where a drawee to 
whom a bill is delivered for acceptance de- 
stroys the same, or refuses within twenty- 
four hours after such delivery, or within 
such other period as the holder may allow, 
to return the bill accepted or non-accepted 
to the holder, he will be deemed to have ac- 
cepted the same.” 


The above is the authority or basis for the state- 
ment of the rule that the drawee of a draft pre- 
sented for acceptance has twenty-four hours in 
which to decide whether or not he will accept, and 


he can demand that the draft or bill be left with ° 


him for that length of time. 

You further ask, if negotiable securities are at- 
tached to the draft, whether they should be detached 
or left with the instrument in the hands of the 
drawee? I find neither text book discussion nor 
decided case upon this particular question. There 
have been decisions involving the question of the 
right or duty of a collecting agent upon acceptance 
_ of a sight or time draft to surrender the attached 
documents, such as the bill of lading, to the drawee 
prior to payment, and uniform rules governing the 
subject in connection with bills of lading attached 
‘to drafts have been incorporated in the Uniform 
Bill of Lading Act (passed in a number of States 
but not yet in Mississippi) as follows: 


“Where the seller of goods draws on the 
buyer for the price of the goods and transmits 
the draft and a bill of lading for the goods 
either directly to the buyer or through a bank 
or other agency, unless a different intention on 
the part of the seller appears, the buyer and 
all other parties interested shall be justified in 
assuming: 

(a) If the draft is by its terms or legal 
effect payable on demand or presentation or 
at sight, or not more than three days there- 
after (whether such’ three days be termed 
days of grace or not) that the seller intended 
tg require payment of the draft before the 
buyer should be entitled to receive or retain 
the bill. 

(b) If the draft is by its terms payable 
on time, extending beyond three days after 
demand, presentation or sight (whether such 
three days be termed days of grace or not), 
that the seller intended to require acceptance, 
but not payment of the draft before the buyer 


should be entitled to receive or retain the bill. 

The provisions of this section are appli- 
cable whether by the terms of the bill the 
goods are consigned to the seller, or to his 
order, or to the buyer, or to his order, or to a 
third person, or to his order.” 


The above provisions relate to the right of the 
acceptor to obtain possession of the attached bill of 
lading upon acceptance and before payment. The 
question herein presented concerns a possible right 
of the drawee to possession of the documentary se- 
curity attached to a draft prior to acceptance, in 
view of his right to possession of the draft for 
twenty-four hours in which to decide whether or 
not he will accept. I think the rule which allows 
the drawee twenty-four hours possession of the 
draft prior to acceptance does not contemplate any 
undue advantage to be given the drawee at the ex- 
pense of the holder of the bill with respect to the 
accompanying security, and that in the absence of 
agreement between the drawee and the owner of 
the draft the drawee would not be entitled to such 
possession, as it would be contrary to sound business 
policy to place in the possession and under control 
of the debtor the negotiable documents of title be- 
fore he had bound himself as acceptor. As shown 
above, the law does not contemplate that the drawe2 
shall have possession of the documentary security, 
such as bill of lading, even after acceptance, where 
the draft is payable within three days’ time, but 
that he must actually pay the draft to entitle him 
to possession of the documents. It is only in cases 
where the accepted draft is payable on a longer 
period of time that the drawee would be entitled 
to surrender of the security upon acceptance and 
before payment. With stronger reason would it 
seem that the drawee is not entitled to the at- 
tached documents prior to acceptance. I think in 
such a case the collecting agent, unless otherwise 
instructed, when tendering to and leaving with the 
drawee a draft for acceptance, should withold the 
attached documents. 


SAVINGS PASS-BOOK 
TIABLE 


NOT NEGO- 


A bank which pays a savings deposit to its de- 
positor without production of the book, upon 
claim of loss, is not liable to an innocent pur- 
chaser to whom a draft upon the bank, accom- 
panied by the pass-book, has been negotiated, 
the pass-book not being a negotiable instrument. 


‘From California—Does a draft or withdrawal 
receipt, properly drawn up and signed, and accom- 
panied by the savings account pass-book, constitute 
a negotiable instrument, so that the innocent holder, 
for value, can enforce payment of the instrument 
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against the depository bank, regardless of the fact 
that the savings book had been reported lost and a 
duplicate issued, and the account closed? 


Where the amount in a savings account is paid 
to a depositor without production of the pass-book, 
upon claim of loss, the bank is not liable to an-inno- 
cent purchaser for value who thereafter presents a 
draft signed by the depositor accompanied by the 
book. 

The rule is wel] recognized that a savings bank 
or savings department pass-book is not negotiable. 
Witte v. Vincenot, 43 Cal. 325; McCaskill v. Con- 
necticut Sav. Bank, 60 Conn. 300 (holding that no 
depositor can convey to an assignee any greater 
right in the funds of the savings bank than he has 
‘himself, and any defense that would be good against 
the depositor would be equally good against his 
assignee, in the absence of facts to create an estop- 
pel in favor of the latter); Kummel v. Germania 
Savings Bank, 127 N. Y. 488. 

In the case stated the draft as distinguished 
from the pass-book, might be a negotiable instru- 
ment if it contained no conditional clause such as 
“payable only on presentation of pass-book,” but 
the pass-book is not negotiable. A negotiable draft 
by a depositor upon his bank does not of itself con- 
stitute an assignment of the fund, assuming there 
is a fund, and the bank is not liable to the holder 
upon such a draft before it is accepted. Where a 
draft is accompanied by a pass-book, however, its 
transfer for value would constitute an assignment 
of an existing fund, binding upon the bank after 
notice thereof. But in a case such as the present, 
where the fund has been withdrawn by the de- 
positor before he fraudulently negotiates his draft 
and pass-book on the account, the innocent pur- 
chaser takes no right against the bank, for there is 
no fund to transfer, and the bank is not liable upon 
its pass-book as it would be upon a negotiable cer- 
tificate of deposit. 


GARNISHMENT OF SAVINGS BANK 
DEPOSIT 


Where garnishment notice is served on bank charg- 
ing funds of Mary Smith and bank carries an 
account in name of and subsequently pays de- 
posit to Mrs. James Smith, without knowledge 
or notice of identity of the two, bank not liable 
to plaintiff for amount of Mrs. James Smith’s 
deposit. 


From Minnesota—Mrs. James Smith opened an 
account in a mutual savings bank under that name 
not disclosing, and not having been asked for, her 
first name, Mary. Thereafter she was sued under 
the name of Mary Smith and in subsequent proceed- 
ings (called garnishment proceedings in this state) 


the bank was served with notice to disclose as to 
property and credits in its hands belonging to the 
defendant, Mary Smith. They were not informed 
by the plaintiff or his attorney or otherwise that 
Mary Smith’s husband’s name was James Smith or 
that she was identical with Mrs. James Smith, the 
depositor. The bank thereafter upon order of Mrs. 
James Smith paid her the amount due upon her 
account and subsequently disclosed that it had no 
property of the defendant Mary Smith at the time 
of the service of the garnishment notice. Is the 
bank liable to the plaintiff for the amount of Mrs. 
James Smith’s deposit? 


The garnishment notice compelled the bank to 
answer as to funds of Mary Smith. The bank had 
funds of Mary Smith, at the time of service, but did 
not know it, because the account was carried in the 
name of Mrs. James Smith. The bank being without 
knowledge that Mrs. James Smith and Mary Smith 
were identical and not being informed of such iden- 
tity by the plaintiff or his attorney, paid out the 
deposit to Mrs. James Smith and answered that it 
had no property of the defendant Mary Smith at the 
time of service of the no‘ice. 

Does ignorance of the identity of its depositor 
with the defendant in the garnishment notice excuse 
the garnishee or will it be held liable? 

There are cases which hold that the garnish- 
ment notice must state correctly the Christian, 
middle and surname of the principal defendant. 
Thus notice served on the bank naming the debtor 
as “W. J. Motley” does not reach money due atthe 
time to “W. G. Motley” and subsequently paid out 
by the bank, unless it had actual knowledge of the 
identity of the debtor and the person named in the 
process. German Nat. Bank v. National State Bank, 
31 Pac. (Colo.) 122; 89 Pac. 71. A savings bank, 
after being summoned as trustee in a writ made out 
against “Sarah” Sisson, paid to “Sarah F.” Sisson 
a fund deposited by her in that name. The bank 
was held not to be chargeable, it not being shown 
to have knowledge that Sarah F. Sisson was the 
party intended to be sued. Terry v. Sisson, 125 
Mass. 560. But in Paul v. Johnson, 9 Phila. (Pa.) 
82, the omission from a garnishment summons of 
the middle initial letter in the defendant’s name was 
held not to relieve the garnishee from responsibility 
to plaintiff, who paid the debt to defendant after 
service. 

But the facts in the present case are different. 
Here the garnishment notice correctly stated the 
name of the defendant as Mary Smith but the bank 
carried the account with such defendant in a form 
which designated her by the name of her husband 
“Mrs. James Smith” and had no knowledge and was 
not informed of the identity of the two. 

While there is no judicial precedent upon the 
precise state of facts, I should conclude from the 
principles laid down in cases somewhat analagous 
that the bank would not be held liable upon such a 
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writ in the absence of knowledge of identity, or of 
notice, or of circumstances under which it ought to 
know and that the burden of bringing knowledge to 
the bank of the identity of its depositor with the 
defendant in the garnishment process, is upon the 
plaintiff. 

In the case from Colorado above cited, German 
Nat. Bank v. National State Bank, the court in the 
course of its opinion used the following language: 


“Where a person opens a bank account under a, 


fictitious name and the process is sued out in the 
real name, the identity should be established to the 
officers of the bank when it is sought to reach the 
fund. There is no doubt but that if actual knowl- 
edge of the identity was brought home to the knowl- 
edge of the bank officials, the bank would be held 
chargeable.” 

The above rule would, I think, be applicable to 
the present case. The carrying of the account in the 
name of “Mrs. James Smith” would not of course 
be in a fictitious name, but the underlying principle 
is the same. 

In White v. Springfield Sav. Inst. 1384 Mass. 
232 a garnishe2 bank had two depositors whose ac- 
counts were carried in the names of “James Shay” 
and “James Shea.” After service of notice naming 
one, it paid the account to the other, who was the 
real defendant. The court held the question whether 
Shay and Shea are different names and whether the 
garnishee knew, or ought to have known, that the 
writ served upon it, naming one, was intended to 
garnish the account of the other, were questions of 
fact and that the burden of proof was on the plain- 
tiff to show that the garnishee should be charged. 

Aecording to this case it is a question of fact 
fer the jury whether the garnishee ought to have 
knewn that the writ served upon it applied to a 
particular depositor and that the burden of proof is 
cn the plaintiff to show that the garnishee should 
have known. 

Where a bank is served with garnishment notice 
naming defendant as “Mary Smith” and it carries 
an account under the name of “Mary Smith,” the 
bank would take the risk if it paid out the money 
in the garnishment proceedings, without inquiry of 
its depositor as to whether she was the defendant. 
See, for example, O’Neil v. New England Trust Co., 
67 Atl. (R. I.) 68, where a bank paid a deposit as 
garnishee under execution against a judgment 
debtor other than its depositor, they bearing the 
same name. The court held the bank liable to its 
depositor for the amount of the payment. But ina 
case like the present there is nothing to put the 
bank on inquiry, unless it be the identity of sur- 
name. 

To charge a bank with the duty of holding 
funds which it has on deposit to the credit of a 
eertain name, where the writ names the depositor 
by another, although her real name, I think it would 


be held that the bank is not liable in the absence of 
knowledge of identity and that it would be incum- 
bent upon the plaintiff to establish such identity or 
at all events give such notice to the bank of circum- 
stances as might charge it with the duty of inquiry 
and with such knowledge as would be acquired by 
making inquiry. In the present case the bank had 
no actual knowledge that Mary Smith and Mrs. 
James Smith were one and the same, nor did the 
plaintiff inform the bank that Mary Smith’s hus- 
band’s name was James Smith, or that she was 
identical with Mrs. James Smith, the depositor. In 
such circumstances I think the bank would be held 
not liable to the plaintiff for the amount of Mrs. 
James Smith’s deposit which it paid to her after 
service of the garnishment notice. 


GARNISHMENT OF BANK FOR DEBT OF 
CHECKHOLDER 


Check is not assignment of deposit and drawee bank 
is not indebted to payee, who is defendant in 
garnishment proceedings, and not liable where 
check is paid to payee after service of writ— 
Nor is bank held for funds of defendant re- 
ceived after service of writ. 


From South Dakota—Mr. A had a land deal 
passing through this bank, out of which he was to 
get certain commissions. Some of his creditors 
heard of this and we were served with summons in 
garnishment and levy on execution for any funds 
that might pass through our hands belonging to 
Mr. A. Mr. A and his attorney conceived the idea 
of merely having the consideration of the deal 
passed through our hands thereby leaving no funds 
of his upon which to levy. Later his attorney gave 
Mr. A a check for his commission and the ques’ion 
arises whether we would be held responsible under 
the garnishment or levy if we paid the amount of 
the check to Mr. A, upon presentation at the 
window? 


The South Dakota statute provides that “from 
the time of the service of the summons upon the gar- 
nishee he shall stand liable to the plaintiff to the 
amount of the property, money, credits and effects 
in his* possession or under his control, belonging to 
the defendant * * * and of all debts due or to 
become due to the defendant, except such as may be 
by law exempt from execution.” Comp. L. 1918, 
Chap. 156. 

Before the passage of the Negotiable Instru- 
ments Act, in South Dakota, the giving of a check 
operated as an assignment of the fund in bank to 
the payee. Turner v. Hot Springs Nat. Bank, 101 
N. W. 348. But the Negotiable Instruments Act 
overturned this rule by the provision that “a check 
of itself does not operate as an assignment of any 
part of the funds to the credit of the drawer with 


i 
| 


April, 1917 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 823 


the bank and the bank is not liable to the holder, un- 
less and until it accepts or certifies the check.” 
Sec. 187. 

In the case stated, the defendant, Mr. A, had no 
deposit in the bank and the bank was not indebted 
to him at the time of service of the writ. Subse- 
quently thereto, the attorney of Mr. A drew his 
check on the bank payable to Mr. A. The question 
is whether the bank would be responsible if it paid 
this check to Mr. A upon presentation at the win- 
dow. I think there would be no responsibility. Even 
had the check been issued before the service of the 
writ, it did not constitute an assignment of the 
deposit; to the payee so as to make the bank liable 
to Mr. A thereon. The funds represented by the 
check do not belong to Mr. A, but to the drawer 
thereof and continue to be his property until the 
bank, as agent of the drawer, pays the same to Mr. 
A. At no stage of the proceedings while the bank 
has dominion over the fund, does Mr. A have a gar- 
nishable interest therein. It has been expressly held 
that before acceptance of an order, the drawee is 
not indebted to the payee, so as to be subject to 
garnishment in a suit. against the latter. Stone v. 
Dowling, 78 N. W. (Mich.) 549. 

Furthermore, in this case, the check was not 
issued until after the service of the writ and even 
though the check constituted an assignment so as to 
make the bank indebted to the payee, which as above 
shown is no longer the law in South Dakota, the 
garnishee would not be answerable for funds ac- 
quired after service of the writ. See for example, 
Cogswell v. Mitts, 51 N. W. (Mich.) 514, holding 
that garnishee process cannot reach an indebted- 
ness created after the writ is issued. 


NEGOTIABILITY OF VENDOR’S LIEN 
NOTE 


In most jurisdictions, including Arkansas, a pro- 
vision in a note reserving title or retaining lien 
upon the property for which the note is given, 
until payment, does not destroy negotiability— 
But a provision that the note is subject to a 
certain deed would make the instrument non- 
negotiable. 


From Arkansas—We desire information upon 
the question of the negotiability of notes given for 
balance of purchase price of property and secured 
by a lien being retained in the deed conveying the 
property, and so stated on the note. Please give us 
your opinion of the negotiability of the following 
note: 


This note is secured by a vendor’s lien re- 
tained on the (description of real estate) 
Jan. — 1917 


On or before after date I promise 


to pay to the order of 
$500.00 Five hundred and no/100 ——————— 
Dollars with interest from date at the rate of 
— per cent. until paid. 
Value received. 
Signed 


Also if a statement on the note to the effect 
that it was subject to the provisions of a certain 
deed would make it non-negotiable. 


Although there is some authority to the con- 
trary (See South Bend Iron Works v. Paddock, 37 
Kan. 510; Killam v. Schoeps, 26 Kan. 310; Sloan v. 
McCarty, 134 Mass. 245; Edwards v. Ramsey, 30 
Minn. 91; Fleming v. Sherwood,, 24 N. Dak. 144; 
Gazlay v. Riegel, 16 Pa. Super. Ct. 501), in most 
jurisdictions, and among them Arkansas, it is held 
that a provision that title to, or a lien upon, the 
property for the purchase of which the note was 
given shall remain in the seller until paid for does 
not destroy the negotiability of the note. Mont- 
gomery First Nat. Bank v. Slaughter, 98 Ala. 602; 
Exchange Nat. Bank v. Steele, 109 Ark. 107 (hold- 
ing that a note containing an unconditional promise 
to pay a certain sum of money is negotiable, al- 
though given as the purchase price of certain mules, 
and containing a reservation of title in the animals 
as security. In passing on this point the Court said: 
“Notwithstanding the reservation of title in the note 
herein set out, this was a negotiable note. It was 
an unconditional promise to pay a sum of money 
named and the recital of the consideration for which 
it was given, and the security reserved to insure its 
payment, did not destroy its negotiability. There 
was no option for the payment of anything but 
money and the reservation of title to the mules 
merely furnished a security for its payment which 
did not affect its negotiability. Third Nat. Bank 
of Buffalo v. Spring, 63 N. Y. Supp. 410”); Farmer 
v. First Nat. Bank, 89 Ark. 182 (holding that a 
promissory note for the payment of a certain sum 
of money at a designated time is a negotiable instru- 
ment, though it recites on its face that a chattel 
mortgage has been executed as collateral securi‘y 
and promises to have such chattels insured as ad- 
ditional security) ; Pyson v. Ruohns, 120 Ga. 1060; 
Fleetwood v. Dorsey Mach. Co., 95 Ind. 491; Burn- 
ley v. Tufts, 66 Miss. 48; Heard v. Dubuque County 
Bank, 8 Nebr. 10; Buffalo Third Nat. Bank v. Bow- 
an-Spring, 63 N. Y. Suppl. 410; Mansfield Sav. 
Bank v. Miller, 2 Ohio Cir. Ct. 96; W. W. Kimball 
Co. v. Mellon, 80 Wis. 183; Chicago Ry. Equipment 
Co. v. Merchants Bank, 1386 U. S. 268; Ex parte 
Bledsoe, 180 Ala. 586. 

However, with respect to a clause in a note to 
the effect that it is subject to the provisions of a 
eertain deed referred to therein, the rule is differ- 
ent. The general rule is. that a note is not nego- 
tiable where it provides that it is subject to the 
terms or conditions of some other agreement, as 
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where it reads “subject to” a certain contract. 
Jenkins v. Caddo Parish, 7 La. Ann. 559; Cushing 
v. Field, 70 Me. 50; American Exch. Bank v. Blanch- 
ard, 7 Allen (Mass.) 333; Pope v. Righter-Parry 
Lumber Co., 162 N. C. 208; Post v. Kinzua Hemlock 
R. Co., 171 Pa. St. 615; Parker v. American Exch. 
Bank (Tex. Civ. App.), 27 S. W. 1071; Dillie v. 
Van Wil, 6 Wis. 209. But where a bill or note 
makes reference to an agreement which amounts to 
nothing more than a reference to the origin of the 
transaction or to the consideration on account of 
which the instrument is given, its negotiability is 
not affected. Sherman Bank v. Apperson, 4 Fed. 25. 
See also Wilson v. Campbell, 110 Mich. 580. 


ATTORNEY’S FEE CLAUSE IN PROMIS- 
SORY NOTE 


Validity of clause and negotiability of note under 
law of New York. 


From New York—Will you kindly advise us if 
it is legal in this state to insert in the face of a 
note a statement to this effect: The maker of this 
note hereby agrees in the event of non-payment of 
the note when due to pay an amount equal to 10 per 
cent. of the face of the note as attorney’s fees, if 
such an amount shall be charged as attorney’s fees 
for the collection of the note. 


The Negotiable Instruments Act of New York 
and of other states contains the following provision: 
“The sum payable is a sum certain within the mean- 
ing of this Act although it is to be paid * * * 
with costs of collection or an attorney’s fee, in case 
payment shall not be made at maturity.” In other 
words, an instrument containing a clause of this 
nature is negotiable. 

Prior to the Negotiable Instruments Act the de- 
cisions in different states were in conflict upon the 
negotiability of notes of this character. There was 
a further conflict as to the validity of such a clause, 
some courts holding it was against public policy and 
non-enforceable, while others gave it full effect. 

Since the passage of the Negotiable Instru- 
ments Act in those states where, under the judicial 
law, the clause was invalid, the question whether 
the Act, which provides for negotiability, also makes 
the clause valid and enforceable, has been passed 
upon in a few states. Some of the decisions have 
been to the effect that the Negotiable Instruments 
Act validated the clause; others that it simply made 
the note negotiable but that the attorney fee clause 
remained invalid and unenforceable. 

. This brings us to consider the law of New 
York. Diligent search has failed to find a single 
reported case in the New York courts where the 
validity of a clause providing for an attorney’s fee 
has been passed upon. A note containing such a 


clause is of course negotiable under the Act and the 
note itself is valid and enforceable, but whether a 
clause providing for an attorney’s fee not excced- 
ing 10 per cent. in case the instrument is not paid 
at maturity would be valid and enforceable dees not 
appear to have been specifically passed upon in the 
state. The nearest reference to the New York law 
which can be found is a recent decision of the Su- 
preme Court of Appeals of Virginia in Oglesby v. 
Bank of New York, 77 S. E. 468, in which the action 
was upon a note made in Virginia, payable at a bank 
in New York and indorsed to a New York bank, 
which contained a stipulated fee of 10 per cent. if 
collected by attorney. The trial court included this 
amount in its judgment and it was contended on 
appeal that although the note was governed by the 
law of New York, a stipulation for attorney’s fee 
was a matter which must be controlled by the law 
of Virginia and that in Virginia an attorney’s, fee is 
regarded as a penalty and unenforceable. The court 
passing upon the question whether or not an attor- 
ney’s fee clause in a negotiable note is valid in New 
York, said: “The plaintiff proved that both by the 
statute and common law of New York the stipula- 
tion is valid”; and after referring to the provisions 
of the Negotiable Instruments Act relating to at- 
torney’s fee, as above quoted, further said: “It was | 
also proved by attorneys of high standing in New 
York that the 10 per cent. attorney’s fee clause was 
legal and binding upon the maker of a negotiable 
note, both by statute and the unwritten commercial 
law of the state. Indeed it is shown that the Nego- 
tiable Instruments Law has, in effect, carried into 
statute the previously existing law.” 

In the light of the above, I should conclude that 
not only would a note containing a provision for 
attorney’s fee not exceeding 10 per cent., if the 
note is not paid at maturity, be negotiable unter the 
law of New York, but that it would also be held 
valid and enforceable. 


DISQUALIFICATION OF TRUSTEE IN 
DEED TO TAKE ACKNOWLEDGMENT 


A Mayor of a city, authorized to take acknowledg- 
ments, is disqualified to take the acknowledg- 
ment of the grantor to a deed of trust in which 
he is named as trustee. 


From Mississippi—Can a mayor who is author- 
ized to take acknowledgments, take an acknowledg- 
ment to a deed in trust where he (the mayor) is 
named as trustee? 


It is generally held by the authorities that an 
acknowledgment of a deed of trust before the trus- 
tee, who acts in his official capacity as notary or 
other officer authorized to take acknowledgments, is 


a 

4 
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invalid. The trustee is held to be an interested 
party and disqualified by reason of his interest. 
See, for example, Bowden v. Parrish, 86 Va. 67; 
Dail v. Moore, 51 Mo. 589; Muense v. Harper,,70 
Ark. 309. 

The point has been directly passed upon in 
Mississippi in Holden v. Brimage, 72 Miss. 228. In 
this case the court said: “The deed of trust was 
properly excluded when offered in evidence. The 
effect of an acknowledgment is to entitle the instru- 
ment to recordation, and also to dispense with other 
proof of its execution. In Wasson v. Connor, .54 
Miss. 351, it was said by this court that ‘whatever 
may be said of the receiving for record and record- 
ing a deed, it is evident that the taking of an ac- 
knowledgment of a grantor is a quasi judicial act, 
and cannot be performed by the grantee in the deed.’ 
* * * In the present case, the acknowledgment 
was made before the trustee, and the only ques- 
tion presented is whether this distinguishes the case, 
in principle, from those above noted. The precise 
question has not been presented to this court, but it 
has frequently arisen elsewhere, and, so far as we 
have seen the cases, it has been held that when, as 
here, the conveyance is to a trustee, with power of 
sale conferred upon him for the payment of debts, 
the trustee is disqualified; as any other grantee 
would be, to take the acknowledgment of the 
grantor. Stevens v. Hampton, 46 Mo. 404; Brown 
v. Moore, 38 Texas 645; Tavenner v. Barrett, 21 
W. Va. 656; Bowden v. Parrish, 86 Va. 67; 19 Am. 
St. Rep. 878; note to Withers v. Baird, 32 Am. Dec. 
754. In the text of the Am. & Eng. Enc. L., vol. 1, 
p. 145, it is stated that a trustee may take the ac- 
knowledgment, but the cases cited (Bennett v. Ship- 
ley, 82 Mo. 448, and Darst v. Gale, 83 Ill. 136) are, 
if authorities at all, directly opposed. But since the 
execution of the deed in those cases was proved as 
a fact, what was said as to the incapacity of the 
trustee to take the acknowledgment was probably 
not decisive.” 


OUTLAW PERIOD OF DEMAND NOTES 
IN CALIFORNIA 


The statute of limitations begins to run against the 
maker from the date of a demand note, not 
from the date of its apparent maturity, and 
the note is outlawed four years from date. 


From California—At a recent meeting of bank- 
ers under the auspices of the Los Angeles Chapter 
of the American Institute of Banking, held for the 
discussion of general banking topics, the question of 
the outlaw period of demand notes in the State 
arose. The question was discussed and decided that 
an interest bearing demand note was due one 
year from the date of the note and a non-interest 
hearing demand note was due six months from the 


date of the note and that each outlawed four years 
from the due date. We would like your opinion on 
this question. 


Under the law of California, the statute of limi- 
tations begins to run against the maker of a demand 
note and the note is outlawed four years from date 
of the note; not from the date of apparent maturity, 
one year or six months after date, according as the 
note does or does not bear interest. 

Section 3135, of California Civil Code, provides: 

“The apparent maturity of a promissory note, 
payable at sight or on demand, is: 


1. If it bears interest, one year after its 
date; or, 

2. If it does not bear interest, six months 
after its date.” 


In Jones v. Nicholl, 82 Cal. 32, it was held that 
suit may be brought against the maker of a promis- 
sory note which is payable on demand with interest, 
at any time, without previous demand, the suit it- 
self being all the demand necessary, as against the 
principal debtor; and the statute of limitations be- 
gins to run when the right of action accrues. (Fol- 
lowing Cousins v. Partridge, 79 Cal. 228.) In the 
course of the opinion, the court said: 

“The sections of the code invoked by the appel- 
lant apply to the indorser and not to the maker of a 
note. Section 3131 provides: ‘Presentment of a 
negotiable instrument for payment, when necessary, 
must be made as follows,’ ete. And section 3125 
provides for the apparent maturity of notes pay- 
able on demand, with or without interest. Prior 
to the adoption of the codes, the law, as to when 
notes spoken of in this section must be presented, in 
order to fix’ the liability of an indorser, was some- 
what uncertain, and the section was intended to re- 
move this uncertainty. It relates, however, only 
to presentment to charge the indorser, and not to the 
statute of limitations. (Machado v. Fernandez, 74 
Cal. 362).” In this case the court also said: “It is 
also a well-settled rule of law that the statute of 
limitations begins to run when a right of action 
accrues. This is a general rule, and applies to all 
actions. (Brummagin v. Tallant, 29 Cal. 504; 89 
Am. Dec. 61; Bell v. Sachett, 38 Cal. 407; Collins v. 
Driscoll, 69 Cal. 552.)” 

In Merchants Nat. Bank v. Hentel, 166 Cal. 
473, it was held (following Jones v. Nicholl, 82 Cal. 
$82), that section 3135 of the Civil Code is to be 
taken as extending the maturity of a note payable 
on demand only for the purpose of prescribing a 
time within which the note may be presented in 
order to fix the liability of the indorser, and does not 
extend the time of payment or prevent the running 
of the statute of limitations so far as the action 
upon the note itself against the maker is concerned. 

See also O’Neil v. Magner, 81 Cal. 631, holding 
that a promissory note made payable “on demand 
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after date” is an ordinary demand note payable at 
once, on which an action can be brought immediately 
after it is given. In this case, the rule is thus 
stated: “The general rule is that a note payable on 
demand is due immediately, without an actual de- 
mand, and that the statute of limitations com- 
mences to run at once.” 

Under the California statute the holder has 
four years in which to bring suit upon a promissory 
note after his right of action accrues, and his action 
is never barre1 until that time has elapsed. Collins 


v. Driscoll, 69 Cal. 550; Dussol v. Bruguiere, 50° 


Cal. 456. 

It will thus be seen that while for the purpose 
of holding an indorser on a promissory note pay- 
able on demand, in California, due presentment and 
demand must be made within one year after its 
date, if it bears interest, and within six months 
after its date, if it does not bear interest, yet for the 
purpose of bringing an action against the maker 
of such note, the statute of limitations begins to 
run from the date of the note (not six months or a 
year thereafter), and the cause of action on such 
note is barred after the expiration of four years 
from the date thereof. 


ATTACHMENT OF SAVINGS ACCOUNT 


A savings account is subject to attachment, but if 
the account has been assigned before service of 
the writ on the bank, the assignee is protected, 
whether or not the bank has been notified of 
the assignment—Savings pass-book not nego- 
tiable and assignee takes no greater rights than 


assignor. 


From Oregon—We woyld like to ask the follow- 
ing questions: (1) Are savings accounts attachable? 
(2) In the event a savings pass-book has been as- 
signed as collateral or otherwise, and the bank has 
been informed thereof, would the bank issuing the 
bock be liable to the assignee in case of an attach- 
ment served on the issuing bank against original 
owner of the pass-book? In case the bank issuing 
the savings pass-book had not been informed of the 
assignment or transfer, would it change the situa- 
tion in the event of an attachment? (3) Who would 
be the loser in the event a depositor says his pass- 
book has been lost or destroyed, making a sworn 
affidavit to that effect; and the depositor, with or 
without bond, is allowed to withdraw the account, 
but it later developed that the book had not been lost 
or destroyed but had been duly aagigned; could as- 
signee compel issuing bank to pay the account the 
second time? 


1. A deposit in bank may be attached. Caldwell 
Banking & T. Co. v. Porter, 52 Oreg. 318, 323. A 
bank is a debtor upon a savings account equally as 
upon a commercial account and in the absence of 
_statute exempting savings deposits, they are subject 
to attachment. 


2. After the savings deposit has been assigned, 
the attachment would not hold as against the as- 
signee of the deposit and the right of the assignee 
would not be defeated because the bank had not been 
notified of the assignment prior to service of the 
writ. See, for example, Amarillo Nat. Bank v. Pan- 
handle Tel. & Teleg. Co. [Tex. Civ. App. 1914], 169 
S. W. 1091, where an indebtedness to C was trans- 
ferred by him to another long before writs of garn- 
ishment were served on the debtor, and it was held 
the indebtedness was no longer subject to garnish- 
ment as the property of C, though the debtor did not 
know of the transfer. In this case the court said: 

“If Campbell did not, in fact, own the judgment 
or ‘indebtedness at the time of the service of the 
writ of garnishment, and such judgment was, in 
fact, the property of Oakes, the writ would fix no 
lien on the other debt in favor of the bank. * * * 
The transfer of the indebtedness by Campbell to 
Oakes was made long before the writs of garnish- 
ment were served, and, although the phone company 
did not know that fact, it had the effect nevertheless 
of transferring its obligation to pay the debt to 
Oakes.” 

8. In a case where the depositor has been paid 
a savings deposit: under false claim of loss, an as- 
signee to whom the depositor had assigned his de- 
posit would have no rights against the bank. A 
savings pass-book is not a negotiable instrument 4nd 
an assignee of the pass-book takes no greater rights 
than the assignor. The bank is not affected by the 
assignment until it has notice thereof and the fact 
of payment to the assignor before notice of the 
assignment is a perfect defense against the assignee. 


USE OF WORD “SAVINGS” BY COMMER- 
CIAL BANK IN KENTUCKY 


Not prohibited by statute but banks operating sav- 
ings departments must keep separate books and 
post rate of interest paid depositors. 


From Kentucky—We had some road signs 
printed, and on them reads “4 per cent. paid on sav- 
ings.” This was really a mistake in printing and 
we are making no pretense of being a savings bank. 
Is there any law or decisions in Kentucky that would 
prohibit us using these signs in Kentucky? 


There is no statute in Kentucky prohibiting the 
use or advertisement of the word “savings” by a 
commercial bank. The Kentucky statute with re- 
spect to a commercial bank doing a savings bank 
business provides: 

“Any bank combining the business of a commer- 
cial and savings bank shall keep separate books for 
each kind of business; and it shall be the duty of 
directors of savings banks, or banks having a sav- 
ings department, to have posted in a conspicuous 
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place in the business office of the bank the rate of 
interest allowed depositors, and such other regula- 
tions as may be prescribed by the directors.” (Ky. 
Stat. 1915, Chap. 32, §590.) 

The above statute contemplates that a commer- 
cial bank may carry savings accounts and have a 
savings department and provides what it must do in 
that connection, namely, keep separate books for 
savings business and post the rate of interest al- 
lowed depositors and other regulations prescribed 
by the directors. There is nothing in the Kentucky 


law, therefore, that would prohibit your bank from 
using the printed sign which you describe. 


APPROPRIATION OF DEPOSIT TO PAY 
PARTICULAR CHECK 


While a bank which promises over the telephone to 
pay a check cannot be held upon such promise, 
the acceptance not being in writing, the bank 
may be held liable to the holder where, by 
agreement between bank and depositor, the 
deposit is appropriated for the payment of such 
check. 


From Arkansas—A. Live Stock Company, have 
an account at B. Bank, and give the bank instruc- 
tions to honor the draft or check of C and D who 
are buying stock for them, but do not give the bank 
any limit as to amount of check they are to pay 
drawn in the name of A. Live Stock Co. by C and 
D. C and D buy cattle from E, and after the trade 
is made tell E they will give him check for $4,000 
signed by A. Live Stock Co. on B bank by them 
and to find out if it is O. K. E telephones through 
another party to B. bank to know if a check signed as 
above on it for $4,000 is good and the B. bank replies 
orally through its cashier that it is, and relying on 
this E turns over cattle to C-and D. Later A. Live 
Stock Co. stops payment of this check claiming that 
C and D had no authority to draw it or to buy so 
large amount of stock. Is the bank liable to E for 
the amount of the check on account of statement 
given out by it on inquiry by E? 


The seller E, who parted with his cattle on faith 
of a telephone promise by B bank that the check 
tendered therefor, drawn upon such bank, was good, 
would have no right of action against B bank upon 
the check alone and cannot recover from that bank 
unless there are special circumstances in the case 
which would make the bank liable as trustee of a 
specific deposit or would, irrespective of the check, 
operate as an assignment of the fund in bank by the 
depositor to the seller of the cattle. 

The Negotiable Instruments Act provides that 
“a check of itself does not operate as an assignment 
of any part of the funds to the credit of the drawer 
with the bank, and the bank is not liable to the 
holder, unless and until it accepts or certifies the 
check.” And further provides that an acceptance 
must be in writing. It has been held in a number 


of cases that an oral promise to pay a check, made 
over the telephone, is not binding upon the drawee 
in favor of a person who has purchased the check 
in reliance upon such promise, because the accept- 
ance must be in writing, nor is the drawee bank 
liable in such a case, in the absence of fraud, on the 
equitable principle of estoppel, as this principle is 
inapplicable in the face of a positive statutory re- 
quirement of written acceptance. See, for example, 
Rambo v. First State Bank of Argentine, 128 Pac. 


-(Kan.) 182; Van Buskirk v. State Bank of Rocky 


Ford, 35 Colo. 142; Ballen v. Bank of Krenlin, 130 
Pac. (Okla.) 539. 

But notwithstanding the above, if there are 
special circumstances in any case from which it 
would appear that money has been appropriated by 
the depositor through agreement with the bank for 
the specific purpose of paying such check; or there 
are special circumstances which indicate that the 
depositor has assigned a certain amount of his de- 
posit with the consent of the bank, the latter, al- 
though it could not be held liable as acceptor of the 
check, might be held as trustee of a specific deposit 
appropriated to a certain purpose or as debtor to 
the assignee for the amount of the deposit so as- 
signed. 

To illustrate: In the case of Gruenther v. Bank 
of Monroe, 1383 N. W. (Neb.) 402, the plainti ac- 
cepted a check for $129.60 after he had telephoned 
the drawee which informed him that the drawer had 
funds on deposit to protect the check. Before the 
check was presented, the drawer withdrew all his 
money except $129.60 which he left for the purpose 
of paying the outstanding check. After the with- 
drawal the bank officers. discovered that through 
error they had overpaid their depositor and’ they 
refused payment of the check for $129.60 when pre- 
sented. The court in this case held the bank liable 
without reference to the provision of the Negotiable 
Instruments Act which requires an acceptatice to be 
in writing. It held that the money left with the 
bank was devoted to the specific purpose of paying 
a particular check and the bank was under duty to 
pay it over. In such a case the statute requiring an 
acceptance to be in writing has no application. 
Three justices dissented, holding that the bank was 
not the plaintiff’s agent or trustee to pay over a 
specific deposit but that the outstanding check was 
an ordinary check not payable out of a particular 
fund; furthermore, even if it be conceded that the 
transaction amounted to an assignment, the assignee 
would take no greater rights than the assignor and 
could exact no more from the bank. 

A further decision is Ballard v. Home National 
Bank, 1386 Pac. (Kan.) 934. The official syllabus of 
the court states the decision as follows: “Where a 
national bank through its president agrees with a 
customer, who is indebted to it, that if he purchases 
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live stock, and in payment therefor gives checks on 
the bank, the checks will be paid, provided that by 
the time they are presented the drawer shall have 
resold the stock and deposited the proceeds with 
the bank, and in pursuance of such agreement the 
customer issues checks in payment for stock which 
he at once resells, delivering the proceeds to the 
bank, the holder of such checks can maintain an 
action for their amount against the bank, notwith- 
standing he did not know of the agre2ment, and not- 
withstanding nothing was said, at the time the de- 
posit was made, about the agreement or the appli- 
cation of the funds.” 

The court said in substance that a bank which 
accepts a deposit of money for a special purpose un- 
der an agreement that it will pay the amount when 
needed for that purpose, cannot appropriate the de- 
posit to discharge the depositor’s indebtedness to it. 
It is not necessary, in order for this rule to apply, 
that there shall be what is strictly known as a 
“special deposit,” but it is enough that there is an 
agreement for a particular application of the fund. 
While ordinarily the holder of a check cannot main- 
tain an action thereon against the bank, special cir- 
cumstances may give the issuance of a check the 
character of a pro tanto assignment, vesting in the 
holder a right of action upon it against the bank on 
which it is drawn. The action is not brought upon 
the check alone, but upon the entire transaction of 
which the giving of a check forms a part. The 
Negotiable Instruments Act provides specifically 
that a bank is not liable to the holder of an un- 
accepted check and that the acceptance must be in 
writing, but the present action is not brought simply 
on the promise of the bank to pay the check, but 
upon that promise, supplemented by the carrying 
out of the conditions upon which it was based—the 
purchase of the stock, the issuance of the checks, 
the resale of the stock, and the deposit of the pro- 
ceeds to meet the checks—in effect the receiving by 
the bank of the money appropriated by agreement 
to that purpose. 

In the light of the above, the question in the 
present case would be whether under all the cir- 
cumstances of the case, in addition to the giving of 
the check, the money in the bank was specifically ap- 


propriated for its payment, by agreement with the 
bank, or the facts were such as to constitute an as- 
signment of the $4,000 to the payee of the check, by 
agreement with the bank. According to the facts 
as stated, the live-stock company instructed the 
bank to honor a draft drawn in its name by C and 
D who were buying stock fer it and the bank agreed 
to such instruction and telephoned a _ prospective 
seller of live stock that the check for $4,000 was 
good. The facts are not very fully stated, but it 
might be held, in a case of this kind, that there was 
virtually an agreement between depositor and bank 
by which an amount was appropriated to pay the 
check of $4,000 given for cattle and that the bank 
would be liable, not upon the oral. promise to pay 
the check, but upon the ground of an agreement 
with its depositor for a particular application of 
the fund to meet a check such as described. 


FAILURE OF COLLECTING BANK 


Drawer of check discharged when instrument re- 
ceived through mail and. proceeds remitted by 
drawee to last collecting bank which fails be- 
fore itself remitting—Recourse of owner is 
upon assets of latter bank. 


From Florida—A cashes a check in Kansas City 
drawn on this bank. Check is forwarded thr-ugh 
the ordinary channels to this bank and this bank 
makes remittance back to the last bank from whom 
we received check. The bank we remit to fails. 
What recourse has the first bank cashing the check 
on the drawer of same? This money is held up in 
Jacksonville, Florida. 

When the check was received by you from, and 
the proceeds remitted to, the collecting bank in 
Jacksonville, this constituted a payment which dis- 
charged the drawer. “A bank to which a check is 
sent for collection is the agent of the holder thereof 
for the purpose of making the collection and pay- 
ment of the check to such bank absolves the drawer 
from further liability.” Planters Mercantile Co. v. 
Armour Packing Co., 69 So. (Miss.) 298. The owner 
bank in Kansas City which first cashed the check 
would, therefore, have no recourse upon the drawer 
but must look to the assets of the failed bank for 
reimbursement. 


FEDERAL FARM LOAN CONFERENCE 


On March 15 the presidents of the twelve Fed- 
eral land banks met with the Federal Farm Loan 
Board for the purpose of discussing the preliminary 
work of organization and the making of plans for 
the final launching of the rural credits system. 
Secretary of the Treasury McAdoo presided. The 


Board stressed the necessity for making the land 
banks active agencies for the aid of the farmers in 
more than a financial way. The conference sought 
to harmonize the methods of procedure in the twelve 
land banks and adopted general policies conducive 
to this end. 
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TRUST COMPANY SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


PRESIDENT 
UZAL H. McCARTER, President Fidelity Trust Company, 
Newark, N. J. 


FIRST VICE-PRESIDENT 


FRANK W. BLAIR, Pres. Union Trust Co., Detroit, Mich. 


CHAIRMAN EXECUTIVE 
JOHN W. PLATTEN, Pres. 


COMMITTER 
United States Mortgage & 


Trust Co., New York. 


SECRETARY 
LEROY A. MERSHON, Five Nassau Street, New York City. 


SECTION NOTES 


At the Spring Meeting of the Executive Coun- 
cil of the American Bankers Association, to be held 
at Briarcliff Manor, New York, May 7, 8, and 9, a 
careful review will be given by the officers and 
Executive Committee of the Trust Company Sec- 
tion to the work accomplished since the convention 
at Kansas City, and consideration of a large number 
of topics of vital interest to all members of the 
Section, as well as further plans for constructive 
work and outlining of the program for the con- 
vention at Atlantic City next September. 

It will be greatly appreciated, therefore, if 
members having subjects or suggestions which they 
wish presented for consideration will forward them 
to the Chairman of the Executive Committee at the 
earliest possible date, in order that they may be 
placed on that part of the program to receive the 
best possible consideration. 


Although the Convention of the American 
Bankers Association will not be held until nex? 
September, it is not too early for members in plan- 
ning for summer holidays to consider the value of 
attendance. As it is expected to include in the 
program a number of special items of great interest 
to all members a large attendance is hoped for. 


A letter sent from this Section t6 non-member 
trust companies, early in March, contained the fol- 
lowing question and statement: 


Would you consider joining the American 
Bankers Association if convinced that the nomi- 
nal sum paid for dues from now until Septem- 
ber first, as outlined on enclosed card, was a 
dividend-paying investment rather than an ex- 
penditure? 


Detailed information will be cheerfully 
furnished upon receipt of your reply, which 
will be valued. 


A return postal was enclosed for use of re- 
cipient, on which request was made for information 
as stated in letter. Upon receipt of card the fol- 
lowing compilation, “Benefits and points of service” 
Was sent: 


SOME BENEFITS AND POINTS OF SERVICE RELATING 
TO THE:AMERICAN BANKERS ASSOCIATION. 


Over forty-two years of co-operative service for 
trust companies and banks. 

Forty-eight employees constantly working in 
the interest of banks and trust companies along con- 
structive and protective lines. 


The greatest bankers’ organization for co- 
operative and constructive work in the world. 

Advjce of General Counsel—inquiries answered. 

Membership secures privilege of using copy- 
righted form of burglary, robbery and fidelity bonds. 

The most influential and aggressive institutions 
represented at the annual conventions. 

Five thousand delegates and visitors at the last 
convention. 

“Proceedings” of the annual conventions con- 
taining valuable information relative to economic 
and financial subjects presented to members each 
year. 


Record of growth: Ten years ago 8383 mem- 
bers; five years ago 12072 members; this year over 
16200 members. 


Telegraphic Cipher Code of 10,000 words (264 
pages) for use in transmitting messages between 
members, thus providing secrecy, safety and a great 
reduction in telegraphic tolls. 


A monthly publication, “Journal of the Ameri- 
can Bankers Association” covering the leading cur- 
rent banking and financial topics, as well as fea- 
tures in connection with trust companies, savings 
banks, national banks, state banks, clearing houses, 
new laws, legal decisions amd opinions, also educa- 
tional features of the American Instilute of Bank- 
ing. 

Protective Department—the record of which at- 
tests the fact that the sign of this Association com- 
mands respect. The Metal Sign is a silent pro- 
tector of life and property and is insurance against 
criminal depredations. Criminals pursued and pun- 
ished. One criminal may cost a company or bank 
more than years of dues paid for membership. In 
one state more is being paid by the Association in 
connection with protective work than the total 
amount of dues received. 


The Library containing about 5,000 books and 
50,000 pamphlets and clippings is a bureau of in- 
formation and serves the membership through 
“travelers’ loans” and collections of articles and 
addresses. Through the Library export and import 
information is secured and disseminated, and books 
on ancient and modern banking methods filed for 
ready reference. 

The American Institute of Banking Section has 
as its object the all-round development of the trust 
company and bank man. It is the best school of 
banking and finance in the United States. 
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Frequent conferences held in consideration of 
remedial measures relative to bad banking practice 
and frequent exchange and interchanges of ideas. 

Frequent addresses in various parts of the 
country by recognized experts. 

Secures intelligent co-operation of the public in 
safe-guarding and protecting the business and the 
credit of the country. 

Assistance given in connection with the unifica- 
tion and amendment of laws. 

Beneficial changes urged in Federal and state 
laws. 

An annual reduction of more than a million 
dollars secured in the special bankers tax. 

Various Commissions, Departments and Sec- 
tions constantly at work: Protective Department, 
Legal Department, Department of Public Relations, 
Trust Company Section, Savings Bank Section, 
American Institute of Banking, Clearing House 
£ection, National Bank Section, State Bank Sec- 
tion, and State Secretaries Section. 

Membership in this powerful Association is a 
dividend-paying investment and not an expenditure. 


TRUST COMPANY SECTION 


No additional cost to members of the Assccia- 
tion to receive the benefits of this Section. 

Fifteen hundred trust companies now voting 
members of this Section. 

“Departmental” service rendered with a view 
to assisting every department in a trust company 
being placed on the highest basis of efficiency. 

Helpful hints for the conservation and up- 
building of your business and the business of your 
customers. 

Aids in amending various state laws. 

Aids in enacting new laws. 

Community opinion moulded or properly guided 
in making the necessary changes in trust company 
methods, systems and practices. 

Energies of the Section devoted to the solution 
of questions of importance and of common interest 
to all trust companies. 

Ability to register*the full strength of all com- 
panies in behalf of corrective and constructive legis- 
lation. 

Affords a channel whereby questions of com- 
mon interests are discussed and solved. 

Fills an important place in the trust company 
field. 

Data and information in the interest of better 
systems, methods and practices gathered and dis- 
seminated. 

Constantly alert to study the interests of trust 
companies. 

Compilations of various kinds. 

Compilation of trust company laws in all states. 

Books of forms. 

Seperate meetings at the annual conventions of 
the A. B. A., for the consideration and discussion 
of matters of peculiar value and interest to trust 
companies. 


Every member derives a proportional benefit. 


More detailed information relative to any phase 
of Association work sent upon request. 


Since the establishment of the Library of the 
American Bankers Association, five years ago, much 
valuable material of interest to officers and em- 
ployees of trust companies has been systematically 
assembled and loaned through the “Package Li- ° 
brary” service to trust company men in all parts of 
the United States. 

To assist in extending the usefulness of the 
Trust Company Section, it is highly desirable to 
secure additional material for distribution through 
these “Package Libraries.” The Secretary of this 
Section will, therefore, welcome the receipt of copies 
of booklets, articles and addresses upon depart- 
ments and subjects as follows: 


Acceptances. 
Accounting. 
Administration. 
Auditing. 
Banking. 
Branches. 
Buildings. 
Charters. 
Clubs. 
Coupon. 
Credit department. 
Directors. 
Employees requirements and classification. 
Escrows. 
Examination and supervision. 
Fees. 
Foreign Exchange. 
Forms. 
Furniture and equipment. 
History. 
Loans. 
Mailing department. 
Mergers. 
Publicity and new business. 
Real estate department. 
Receiverships. 
Registrar and transfer. 
Reorganizations. 
Reserves. 
Safe deposit department. 
Securities. 
Statements. 
Statistics. 
Transit and collections. 
Trusts—general. 

individual. 

corporate. 

community. 
Underwritings. 
Vaults. 
Women’s departrhent. 
Special departments or features. 
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SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 
GEO. E. EDWARDS, President Dollar Savings Bank, 


New York, N. Y 


FIRST VICE-PRESIDENT 
JOSEPH R. NOEL, President North West State Bank, 
Chicago, ILL. 


SECRETARY 


MILTON W. 


Five Nassau Street, New York City. 


HARRISON 


WIDER LATITUDE FOR THE EXERCISE OF 


JUDGMENT FOR SAVINGS BANK EXECUTIVES 


governed; and so it is, I believe, with savings 

banks. There is no feature of our freedom 
which gives us greater satisfaction than the right 
to receive from our depositors whatever amount our 
judgment may approve. Col. Charles E. Sprague of 
the Union Dime Savings Bank of New York used 
to illustrate his views of this question by saying 
that if by dint of long application to his daily toil 
and years of self-denial, a shoemaker were able to 
accumulate $3,000, he still remained a shoemaker 
and had not acquired through the process of long 
accumulation the sagacity of an investor; he still 
needed and would always need that protection of 
the well-managed savings bank. I maintain that it 
is an injustice to force such a depositor, after ac- 
cumulating the limit permitted by law, to start an 
account in another bank whose management he 
knows nothing about and naturally distrusts, or still 
further, to harass him by compelling him to enter 
the precarious field of investment. 


Toe country is best governed which is least 


A business man recently came to us with a 
deposit of $2,000 to add to his balance of about 
$3,000. We sought his reasons and learned that he 
was an expert in judging the value of precious 
stones, but that he had no capacity for the selecting 
of investments. He told us that he felt justified in 
asking us to stand between him and the investment 
banker. Now I believe that the average investment 
banker is a high-minded and conscientious individual 
and a very valuable factor in business life, but his 
judgment oftentimes needs checking up. To compel 
our depositors to rely upon the insecurity of im- 
mature and sometimes selfish counsels, is often a 
grave injustice. I am not unmindful of the reason- 
ableness of some of the arguments in the rebuttal 
of this opinion, but according to my point of view, 
the weight of evidence supports the contention that 
our banks should be free to exercise their judgment 
and to consider each case upon its merits. 

Savings banks of Maryland are subject to no 
investment restrictions, each bank being permitted 
to use its own: judgment in the selection of its 
securities. It can justly be said to the credit of 
those who have managed our banks that they have 


almost without exception, exercised prudence and 
skill in making their loans and in choosing their in- 
vestments. The responsibilities of trusteeship have 
been a sobering influence and the banks have ad- 
hered to higher standards perhaps than the law 
would have imposed upon them. I cannot recall 
any serious failure of a mutual savings bank in 
Maryland. Our banking law provides for a thor- 
ough annual examination by the bank commissioner 
and for the publication by each bank of a state- 
ment of its assets and liabilities. The banks are 
not required to publish a list of their investments, 
but several of them do so voluntarily; the commis- 
sioner exercises a wholesome moral influence upon 
the management of our banks, but has limited legal 
authority. 


The matter of investments is one of supreme 
importance at this time when the yield on all classes 
of securities is steadily declining and when there 
seems to.be a dearth of those old underlying rail- 
road issues which constituted the bulk of our former 
purchases. The present predicament of the rail- 
roads almost precluded the issuance of new bonds 
which would meet the requirements of prudent 
trustees. Municipal bonds have a stronger appeal 
to those investors who are subject to the income iax 
than to those whom the law has exempted, and at 
present this class of bonds is almost beyond our 
reach. There seems almost one way out of our 
dilemma if we are to continue the current rate of 
interest on deposits and that is to widen the in- 
vestment horizon. Happily there is what to us is a 
virgin field of investment which offers safety with 
a generous return. 

Public utility bonds have long been favored by 
the individual investor and by corporations which 
have a free hand in the selection of their invest- 
ments; prices of these bonds have also advanced, but 
the average yield is somewhat better than can be 
realized in municipal and railroad bonds of equal 
merit. The earning power behind these issues is 
equal to the best of these railroad bonds; they have 
a record of sustained stability which perhaps no 
other securities enjoy; violent fluctuations in earn- 
ings due to seasonal influence are controlled by skill- 
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ful management and even in times of business de- 
pression public utilities show persistent and con- 
stant earning energy. Gas bonds especially have 
had a splendid earning record, and electric railways 
have also given a good account of themselves; power 
companies and telephone companies have a strong 
claim upon prudent investors and some method 
should be devised by which these several classes of 
securities may be made available for savings banks. 

After all, is it wise to tie the hands of the 
trustees of our savings banks by so rigidly regulat- 
ing their investment functions? I venture to assert 
that it is not the way to build up savings bank 


backbone. Epwarp L. RoBINSON. 


SECTION NOTES 


SPRING MEETING OF EXECUTIVE COMMITTEE 

On Monday, May 7, 1917, the Spring meeting 
of the Executive Committee will be held at Briar- 
cliffe, N. Y. Questions of vital importance will be 
discussed at that time. It is contemplated that a 
thorough discussion will take place with relation to 
the railroad situation as it affects securities held by 
savings banks; also a discussion on the new Federal 
farm loan system, savings departments for com- 
mercial banks and trust companies, nationwide 
thrift and the field of investment for savings banks. 
A digest of the proceedings will be given in the 
June number of the JOURNAL. 


JOINT COMMITTEE OF CONGRESS 


The Committee on Savings Legislation, Savings 
Bank Section, will appear before the Joint Com- 
mittee of Congress, which has in hand the investi- 
gation into the problem of railroad transportation 
and credit, on April 5, 1917. The committee has 
made thorough preparation for this presentation, 
and has written a monograph covering the interest 
of the people and the banks in the railroad situation 
as it affects securities held by banks as well as the 
necessity for the government to aid in upholding 
the credit of the railroads. A full report of this 
presentation will be given in next month’s issue of 
the JouRNAL. Banks desiring copies of the mono- 
graph may receive same by communicating with the 
Secretary of the Section. 


“IN UNION THERE IS 


By combining their finances to liquidate their 
war debts, argues Edmond Thery, editor of L’Econo- 
miste, of Paris, the Entente nations would make a 
wise move in that the weaker members would profit 
by the financial prestige of the stronger. His idea 
is to float an international loan and allot to each 
nation the fraction of the loan necessary to cover 
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BIBLIOGRAPHY OF THRIFT 

A most complete bibliography on thrift has 
been published by the Savings Bank Section, com- 
piled by the Library Department of the Association, 
and also containing the Centennial address at Kan- 
sas City, which was delivered by Edward L. Rob- 
inson. Members may obtain onz by applying to the 
Section Secretary. 


SCHOOL SAVINGS 

Through the efforts of T. H. West, assistant 
cashier Ladd & Tilton Bank, Portland, Ore., a school 
savings system is being installed in the schools of 
the city. The Brooklyn plan has been adopted and 
the supplies are being furnished by the Section. 

Amzi N. Clark who aided so well in the in- 
stallation of school savings banks in New York 
City has been made chief of the division of school 
savings in the department of audits and accounts of 
the board of education in New York City. There 
are one hundred and eighty school savings banks 
in New York City and a number of applications are 
on file for more banks. 

The school savings bank nurtures a field of 
thrifty and valuable future citizens, and will mean 
substantial commercial accounts as well as large in- 
vestors of tomorrow. Any bank may receive in- 
formation concerning this matter by communicating 
with the Secretary. 


SERVICE TO MEMBERS 


The Section is endeavoring to render efficiently 
and expeditiously its service to members. We wish 
to be of the greatest possible value to members in 
furnishing information pertaining to investments 
and savings. 


ATLANTIC CiTy CONVENTION 

What promises to be the greatest convention in 
the history of the Association will also be, in all 
probability, the biggest and the most interesting in 
the history of the Savings Bank Section. The con- 
vention will be held at Atlantic City, N. J., Sep- 
tember 24-30, 1917. Investments for savings and 
trust funds will perhaps be discussed jointly by 
the Trust Company Section and the Savings Bank 
Section. 


STRENGTH,” Modernized 


the debits and restore damages. M. Thery points 
out that the various governments could use the in- 
ternational loan for the purpose of liquidating their 
internal debts. 

This unified debt would be administered by an 
allied clearing committee on which all the allied 
nations would be represented. 


= 


PRESIDENT 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 
VICE-PRESIDENT 


JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat'l Bank, 
New York, N. Y. 


MONTHLY 


REPORT OF MID-WINTER CONFERENCE 

The first Mid-Winter Conference of Clearing 
House Examiners and Managers held at. St. Louis, 
Missouri, March 6 and 7, 1917, was the largest and 
most important gathering of its character ever held 
in America. It was attended by men who are 
familiar not only with the detail operations of clear- 
ing houses, but who are also familiar with the un- 
derlying principles and general practices in bank- 
ing as well. 

The work of the Conference was subdivided into 
four sessions. The first session was devoted to the 
city department; the second to the country depart- 
ment; the third to the credit department, and the 
fourth to the examination department. Sample copies 
of the forms used by the clearing houses throughout 
the country were displayed, and their uses were 
explained by the examiners and managers. Robert 
B. Locke, manager of Detroit, was in charge of the 
discussion at the first session. A. C. White, man- 
ager of St. Louis, the second session; Francis 
Coates, Jr.; examiner of Cleveland, the third ses- 
sion, and J. Thomas Clabaugh, examiner of St. 
Louis, the fourth session. These gentlemen cov- 
ered in detail the various phases of the objects, pur- 
poses and operations of the respective departments 
assigned to them, and were followed by the man- 
agers and examiners of other clearing houses, with 
most valuable informal discussions on each subject. 
Many new ideas were evolved and many old ones 
were developed. In fact the meeting resolved itself 
into a real old-fashioned “experience meeting.” 

Every examiner and manager present acquired 
information and ideas which would enable him to 
return to his office and immediately inaugurate 
changes and improvements that will effect savings 
and greatly increase the efficiency of his organiza- 
tion. A manager-examiner representing an associ- 
ation which deserves a place on the “Roll of Honor” 
of clearing houses, because of its efficiency and use- 
fulness to the community it serves, said: “Our 
clearing house committee urged me to attend this 
meeting. I was very busy and did not think I 
could spare the time, but I want to tell you that 
our committee will have to put a ball and chain 
on me to keep me away from such meetings in the 
future. I have learned more here in two days, than 


CLEARING HOUSE SECTION: 


OFFICERS OF THE CLEARING HOUSE SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 
STODDARD JESS, President First National Bank, 
Los Angeles, Cal. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


CLEARINGS 


I could have learned otherwise in two years.” It 
was recommended that hereafter separate sessions 
of the examiners and managers be arranged with a 
joint session following, and that the sessions be 
executive. 

The following committees were appointed: 

On Program and Plan of Proceedure at next 
conference—-Messrs. Meyers of Chicago, Wunderlich 
of Oklahoma City, Hanna of New York, Dann of 
Buffalo, Kelsey of Cleveland, and Wilson of Los 
Angeles. 

On Recommendations and Resolutions—Messrs. 
Watson of Kansas City, Coates of Cleveland, Meyer 
of Chicago, Locke of Detroit, and Pearsall of Des 
Moines. 

On Publicity—Messrs. Thralls of New York, 
Locke of Detroit, and White of St. Louis. 

It was agreed to hold the next conference at 
Atlantic City on the first day of the annual conven- 
tion of the American Bankers Association,: (Septem- 
ber 24, 1917). The conference rounded up its work 
by formulating the following recommendations for 
the consideration of the Executive Committee of the 
Clearing House Section, and for such fur*her action 
as that body may dzem advisable. 


1.—Clearing House Examinations 

The institution of the clearing house examina- 
tion feature in every community where a sufficient 
number of banks to engage the entire time of an 
examiner are located within a resonable radius. 
This, because such examinations are a great benefit 
not only to the banks and business interests, but to 
the general public. They reduce losses, uncover 
duplications of lines of credit, and reveal “kiting” 
borrowers; raise the standard of credits of the com- 
munity, induce greater care in the granting of credit 
and encourage better methods, systems, and prac- 
tices among banks. This is evidenced in a measure 
by the fact that no depositor has ever lost a dollar 
because of the failure of any bank under clearing 
house examiner supervision. 


2.--Country Clearing Houses 


The establishment of a country clearing house 
in every city where there is available for concen- 
tration in such a department a volume of out-of- 
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town cash items aggregating $1,000,000 or more per 
month. The eleven country clearing houses in oper- 
ation showed an inerease of over 100 per cent. in 
the volume of items handled during the year 1916, 
and a thorough investigation reveals the country 
clearing house to be the most efficient, economical, 
and practical machinery for collecting out-of-town 
cash items. It reduces the time,.labor, and expense 
involved, and the plan fits into the present banking 
scheme without friction. 


3.—“No Protest Symbol Plan” 

The encouragement of the use of the “No Pro- 
test Symbol - Plan,” and insistence that all banks 
using this plan adopt the twenty-dollar minimum. 
Banks using other minima should be called upon to 
change to twenty dollars or to discontinue the use of 
the plan, because confusion results in their using it 
in this form, and the action of using it is illegal— 
the plan being copyrighted and the minimum amount 
being a part thereof. 


4.—Credit Forms 


The standardization of credit forms. The banks 
of Cleveland, Ohio, have greatly improved the cred- 
its of that community through the use of standard 
forms, and by conducting a comprehensive credit 
department in the clearing house. The Federal re- 
serve banks have done valuable work in encouraging 
the use of uniform statements by borrowers in their 
respective districts, and this work should be closely 
followed up by the various clearing houses. 


5.—Clearing “Go-Backs” 

The inauguration of a plan for exchanging “go- 
backs” or “return items” at the clearing houses. 
This plan saves much trouble, time, labor and an- 
noyance, and its installation entails practically no 
expense. It was evolved in St. Louis, and is being 
used successfully in Detroit, Louisville, and Okla- 
homa City. 


6.—National Emblem 


The consideration by the Clearing House Sec- 
tion of the adoption of a national emblem for the 
use of clearing house banks in the form of a trade- 
mark or sign along the lines of that adopted by the 
Chicago Clearing House Association and which was 
reproduced in the February JOURNAL-BULLETIN. 
The installation of the emblem to be accompanied 
by a campaign of publicity, to inform the general 
public of the real objects and purposes of clearing 
houses. 


7.—Country Clearing House of America 


The working out of a plan of uniting the coun- 
try clearing houses in a national organization, 
thereby affording the machinery for the collection 
of cash items on every section of the country. 


8.—District Conferences 


Arranging for a mid-winter conference of. ex- 
aminers and managers to be held in each of the 
twelve Federal reserve districts, or in such groups 
as may be deemed advisable. 


9.—Report of Country Clearing Houses 
The preparation of a form or statement to be 
used by country clearing houses in making a quar- 
terly report, covering their operations, to the Clear- 
ing House Section; these reports to be published in 
the JOURNAL-BULLETIN. 


10.—Total Bank Transactions 
Encouraging the reporting of total bank trans- 
actions, because such statistics serve as a true 
barometer of business growth and development. 
(Louisville, Ky., is the most recent city to join the 
list of those reporting. It is hoped during the year 
to increase the number of cities reporting to 100.) 


A resolution was adopted extending the thanks 
and appreciation of the conference to the St. Louis 
Clearing House Association and to Messrs. Clabaugh 
and White for the hospitality and courtesies ex- 
tended. 


A. O. Wilson, Ex-President of the Clearing 
House Section opened the meeting with greetings to 
the visitors from the associated banks of St. Louis. 
Robert B. Locke, manager of the Detroit Clearing 
House Association presided. 


DISTINCTIVE ADVERTISING 

Tremendous sums of money are being squan- 
dered annually by banks and business concerns of 
this country upon worthless advertising. A satis- 
fied customer is the most valuable advertising 
medium for any bank or business institution, yet in 
this day of rapid growth and progress other forms 
of publicity and advertising are necessary. 

Some bankers believe the running of a card in 
the daily paper, carrying the principal items of 
their statements is sufficient. Others believe in 
parading their neighbors’ weaknesses and holding 
up to the public a picture portraying their own 
strength and superiority in a comparative way. 

There is no business that is more sensitive, de- 
pendent upon, and responsive to public regard and 
confidence than banking. The standing of a bank 
with its creditors, the people who loan it money in 
the form of deposits, is its greatest asset. Every 
effort should therefore be made to develop and 
justify in the mind of the public the highest degree 
of confidence in banks. This can best be done by 
developing soundness, strength, capacity, and serv- 
ice, coupled with proper publicity and advertising. 

A banker in a metropolitan city whose insti- 

(Continued on nage 836) 
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NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL BANK SECTION 


PRESIDENT 
J. S. CALFEE, Cashier Mechanics-American National Bank, 
St. Louis, Mo. 
VICE-PRESIDENT 
J. ELWOOD COX, President Commercial National Bank, 
High Point, N. C. 


CHAIRMAN EXECUTIVE COMMITTEE 
OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


President Calfee is considering the appoint- 
ments for nine committees of five members each, 
whose duties will be to make a thorough investiga- 
tion and careful study of the following questions: 


1—Acceptances; (a) Trade; (b) Bankers; and 
(c) Foreign. 

2—The Federal Reserve Clearing and Collection 
System. 

8—Bank Reserves. 

4—Savings Departments of National Banks. 

5—Paper Eligible for Rediscount with Federal 
reserve banks. 

6—Commodity Paper. 

7—National Bank Examinations. 

8—Retirement of Greenbacks 
Bank Notes, and 

9—Amendments to the Federal Reserve and Na- 
tional Bank Acts. 


and National 


FORTY-FIVE BANKERS TO STUDY BIG QUESTIONS 


The results will be rounded into form by the 
chairmen of the respective Committees, and report 
of the preliminary work done will be made to the 
Executive Committee of the Section at the Briar- 
cliff meeting. The special committees will continue 
their work until the early part of September, when 
a complete round up will be made and reports will 
be filed with the Secretary of the Section. The 
Secretary will reduce the reports to brief form, 
which will be printed and distributed to the dele- 
gates who register at the annual meeting of the 
Section. 

It is hoped that these questions may be in- 
cluded as a part of the Section meeting. The chair- 
man of each Committee will be called upon to lead 
an informal discussion of the question assigned to 
his Committee. It is believed that through this plan 
keen interest may be aroused, and much valuable 
information can be developed. 


PROPER PUBLICITY NEEDED 


(a) “What is the Federal Reserve Act of Wil- 
son’s administration?” 

(b) “How many banks formed, and how gov- 
erned?” 

Answer No. 1—“The Federal Reserve Act was 
making a park in Colorado, very like Yellowstone 
Park.” 

Answer No. 2—‘“To form national reserve banks 
to aid in bringing the war to a close.” 

Answer No. 8—‘“The Federal Reserve Act is 
taking care of the old soldiers, and have them prac- 
tice war.” 

Answer No. 4—“The Federal Reserve Act is one 
storing money of the country, and those who are 
without money or ‘broke’ can go to these banks and 
get what they need.” 

Answer No. 5—“The Federal ‘Reserve Act is the 
tax he has levied or the stamps he has caused to be 
put on all goods bought or sold in the United States. 
There is also a tax on long-distance telephone calls, 
telegrams, etc. This to raise a fund to improve the 
army and navy und help pay the national debt.” 

Answer No. 6—“The Federal Reserve Act was 
to lay aside a certain amount of money, and this 


is to be used only in times when the country is in 
need of it and demands its usage; this money to be 
used only when all other money in the United States 
is at an end.” 

These questions and answers are quoted from a 
representative metropolitan newspaper as having 
been given by the educators in one of the sta‘es of 
the twelfth Federal Reserve District. 

If presumably well informed educators who are 
charged with the responsibility of keeping abreast 
with the times conclude that the Federal Reserve 
Act is a law providing for: 

1—The creation of a national park. 

2—The formation of banks to stop the war. 

3—Taking care of old soldiers, who practice 
war. 

4—-Storing of money to be given to those who 
are “broke.” 

‘5—Placing a stamp on domestic sales of goods 
in order to raise revenue fer the army and 
navy, and to pay the national debt, and 

6—Laying aside money to be used when all 
other funds in the United States have been 
exhausted, 
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then what may be the understanding of that great 
mass of citizens who have less opportunity for in- 
vestigation and study? 


This incident demonstrates the need for a’cam- 
paign of education, covering proper and widespread 
publicity of the fundamental principles, objects and 
purposes of the Federal reserve system. The pub- 
lic should be fully informed as to the relations of 
the system to the member banks, and through them 
to the people in general. 

Confidence and proper understanding of the prin- 
ciples involved would prove of inestimable value in 
the event that this nation should face a commercial, 
financial, or industrial strain of any consequence. 
It is believed that the lack of understanding of the 
law and of the Federal reserve system is not con- 
fined to the layman, but is enjoyed by hundreds of 
bankers, including some whose institutions are mem- 


bers of the system, and who have not even read 
the law. 


Great strides have been made by America in 
acquiring and furthering foreign trade during the 
great conflict between the warring nations of © 
Europe. Through this extension of trade, America 
has been drawn into keen competition with the other 
great powers in the race for financial independence 
and supremacy. Her future depends upon the loy- 
alty and industry of her citizens. Congress and the 
President working in accord can accomplish much, 
but the ultimate standing and safety of the nation 
rest in the individual. Every man must be made 
to realize the broad responsibilities of citizenship, 
the need for unity of action,-and whole-hearted co- 
operation. The Plattsburg idea must be injected 
into the banking profession in order that intensive 
work may be done and efficiency may be increased, 
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tution enjoys proportionately a much larger volume 
of business and greater profits than do its com- 
petitors, spent twenty years molding the public 
mind and getting his bank into such shape as would 
permit him to place a detailed statement of its 
affairs in the lobby, open to the inspection of all 
who enter that institution. 


The banks of Sioux City, Iowa, are to be con- 
gratulated because of the great step forward they 
have taken in publicity and community advertising 
through the agency of their clearing house. After 
careful and thorough investigation of many plans 
and schemes of bank advertising and publicity, the 
banks of Sioux City decided to institute a plan of 
their own through which they might convey to the 
public mind in a dignified and impressive manner 
a definite understanding of the value of the clear- 
ing house, the objects, purposes, and advantages of 
the different kinds of banks. 


The clearing house appointed a committee to 
handle this proposition. A member of the commit- 
tee, a practical, experienced banker, prepared a 
series of stories or lessons in banking, and space 
was engaged in the local papers at special rates. 
The first story published gave in addition to the 
nuines of the clearing house members, an announce- 
meit that five successive lessons in banking would 
follow. 


Lesson No. 1 was devoted to explaining the 
plan under which national banks are organized— 
history as to how the national banking system was 
brought into being, the provisions relating to their 
capital regulation, the liability of shareholders, 
supervisory powers the government exercises over 
national banks, the system of examination, the re- 
lations of national banks to the Federal reserve sys- 
tem and to the clearing house, the functions of na- 
tional banks, and their relations to depositors and 
borrowers. 


Lesson No. 2 was devoted to an explanation of 
the state bank system; Lesson No. 8 to savings 
banks; Lesson No. 4 to trust companies, and Lesson 
No. 5 gave an expose of the obsolete private banker 
idea. 


The lessons were written in A B C style—they 
were not catchy, but were drawn up in most at- 
tractive form. The whole series afforded interest- 
ing reading for the average person in any walk of 
life. Each lesson closed with an announcement of 
the time and place the succeeding lesson would 
appear, and carried with it a complete list of the 
members of the Sioux City Clearing House. 


This is a character of co-operation by banks 
that is worth while. It supplants the usual line of 
advertising and is of less expense. It can be used 
to advantage by any clearing house. Further in- 
formation will be furnished by the Secretary of the 
Clearing House Section to those desiring it. 


PRESIDENT 
Vice-Pres. Marshall & Ilsley Bank, 
Milwaukee, Wis. 
FIRST VICE-PRESIDENT 
E. D. HUXFORD, Pres. Cherokee State 
Cherokee, Iowa. 


J. H. PUELICHER, 


3ank, 


PIATE BANK 


OFFICERS OF THE STATE BANK SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 
HAZLEWOOD, Vice-Pres. Union Trust Company, 
Chicago, I11. 


C. B. 


SECRETARY 
GEORGE E. ALLEN, Five Nassau Street, New York City. 


FULL AND FREE DISCUSSIONS 


ATLANTIC CITY CONVENTION 

Co-operation by state banks for state banks in 
state bank interests is the purpose of the State 
Bank Section of the American Bankers Association. 
Systematic work to ascertain the sentiment of state 
bankers in regard to the advantages and disadvan- 
tages of membership in the Federal reserve system 
has already been undertaken. Preliminary discus- 
sion will be conducted by corréspondence for the 
purpose of so crystalizing opinion that some sort of 
united sentiment may be publicly expressed at the 
convention of the American Bankers Assotiation at 
Atlantic City next September. Then and there, the 
State Bank Section desires, not only to make a big 
noise, but also to determine, if possible, what re- 
lationship, if any, should exist between state banks 
and the Federal reserve system. 

The fact is frankly admitted that the state 
banks are not united on any definite policy, and 
there is no disposition on the part of any particular 
man or set of men to “put anything across,” even if 
such a thing could be done, which most certainly 
could not. The State Bank Section—its character, 
its policies, its success—will be what its members 
make it, for the membership of the State Bank Sec- 
tion is democratic in the superlative degree. In 
other words, the State Bank Section is run_on Vox 
Populi principles—regardless of the size, age, an- 
cestry or location of any man or institution—and 
everybody’s Vox is welcome. 


STATE AND FEDERAL CONFLICT 


By E. C. McDougal: “It is urged that the Fed- 
eral Reserve Bank of New York has a perfect right 
to present checks on any bank, at the counter of 
that bank, and to demand payment in cash at par. 
That is perfectly true. Had the Federal Reserve 
Bank no other purpose than to procure cash, there 
could be no valid criticism of its action. The trouble 
is that such is not its real purpose. That purpose 
clearly is to force banks upon which checks are 
drawn to remit New York exchange at par. Ata 
conference of country bankers in Rochester, an 
assistant cashier of the Federal Reserve Bank of 


New York stated that the furnishing of New York 
exchange, and the transfer of funds from one city 
to another, were services for which no bank had 
any right to make a charge. Any man with ordi- 
nary common sense knows that this is nonsense. 
Such service costs money. It presupposes the pro- 
curing and the maintaining of banking connections 
and the keeping of balances in other cities. It pre- 
supposes clerk hire, stationery and rent. A bank 
furnishing such facilities at par dces so at a loss. 
A bank has a perfect right to make a charge cover- 
ing cost, plus a fair profit. 

“Self-preservation requires united opposition to 
the Federal reserve bank or to any other power 
which endeavors unjustly to coerce even a small 
part of our state banking institutions. It must be 
perfectly plain to anyone who is not willfully blind 
that it is the intention of the Federal Reserve 
Board to. force into the Federal reserve system all 
state institutions. The Federal Reserve Board says 
that such institutions will be received into the sys- 
tem on very favorable terms, and that they will be 
allowed to remain, each under the supervision of its 
own state banking department. Probably such an 
arrangement could not long continue. There would 
be conflict of authority and discord between the 
authorities of the United States and the authorities 
of the State of New York. While no man can 
prophesy exactly what would happen, the proba- 
bility is that the powers of the Federal Reserve 
Board gradually would encroach upon the powers of 
the state banking department, until the powers of 
the latter were practically extinguished, while the 
state banks members ef the Federal reserve system 
looked helplessly on. This is the main danger, com- 
pared with which the question of collection charges 
sinks into insignificance. To anticipate and to pre- 
vent this danger, state banks of discount and trust 
companies should join in a state clearing house as- 
sociation, with powers to do everything for a mem- 
ber that the Federal reserve system can do, except 
the power to issue currency. To meet that lack, the 
executive committee of the association should be 
authorized to procure currency for any member in 
case of need, paying a premium for it if necessary.” 
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CIRCUMSTANCES TO BE CONSIDERED 


From Kansas: “To induce state banks to be- 
come members of the Federal reserve system, the 
following circumstances must be considered: 

“First, authorize the payment of say, 2 per 
cent. interest on the reserves of the member banks. 

“Second, all the changes necessary to make the 
system more useful and attractive to member -banks 
should be enacted into law and such action on the 
part of Congress should be had less grudgingly than 
now appears to be the case. 

“Third, a more elastic and lib2ral arrangement 
whereby the state laws on the subject of the limit 
on real estate loans could be made. The Federal 
Reserve Board has declared itself to be of an open 
mind on this subject, but the state banks will de- 
mand something more liberal and more tangible 
than the indefinite declarations of the Board. 

“Fourth, I am not satisfied with the law allow- 
ing only 10 per cent. of the capital and surplus to be 
loaned to one person or firm. This rule too often 
forces a good borrower to carry several accounts in 
order to obtain necessary loans. A divided banking 
business on the part of the borrower should rarely 
be encouraged. 

“Fifth, I am opposed to allowing the Federal 
reserve banks to compete with member banks for 
earnings. If they were formed primarily for the 
purpose of being reserve banks, then let them re- 
main so. 

“Sixth, too much of the earnings of these banks 
is absorbed in paying fancy salaries. Too much of 
the regular banking business of the country is 
sought to be absorbed by the Federal reserve banks. 
I believe in the principle of the reserve banks. I 
am for the whole proposition, and I can see un- 
limited good to be brought out of the system. I hope 
to see the day when every bank in the United States, 
large or small, may be found within the sheltering 
arms of this great system.” 


UNCLE SAM IN BANKING 


From Utah: “Without referring to the unjust 
demands made by the Federal reserve banks in re- 
gard to mobilization and rediscounts, the comparison 
of our Federal reserve banks ‘with the great central 
banks of Europe is preposterous; as no European 
government compels any bank to make contribution 
to the great central banks; they do not ask country 
banks to transfer funds at a loss. We have written 
our representative and senators in regard to the 
‘Kitchin amendment’ to the Federal reserve law 
and they have assured us of their support of this 
measure. However, there seems to be such tremend- 


ous opposition to the bill, and so much coercion is 
being brought to bear by the Administration, that 
There 


we have little hope of its final passage. 
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seems to be a tendency on the part of the govern- 
ment to monopolize the banking business and to 
eliminate the independent banking units throughout 
the country. We notice that the government is not 
sending money orders gratis and from personal ex- 
perience! we know the post office depends on the 
local bank to pay the money orders and carry them 
until such time as sufficient funds accumulate to pay 
these.” 


RATHER ROSY 


From Kansas: “I am enclosing you an editorial, 
clipped from the Topeka Capital, which, in view of 
the activity of the Federal Farm Loan Board, advo- 
cating the theory that it will be easy for tenant 
farmers to buy land, securing one-half the purchase 
price from the Federal farm loan bank, and the 
other by means of a second mortgage to the seller 
of the land, or some other lender, will be of interest 
to you: 

“In advertising the new rural credit bank 
scheme its friends will gain nothing for it in the long 
run by rosy-hued descriptions which omit important 
items and charges. This tendency is becoming no- 
ticeable among writers for the new plan. An ex- 
ample is the answer given to the question how a 
poor man, without capital other than his farm ma- 
chinery and stock, can take. advantage of the new 
loan facilities. It is elaborately explained how he 
may borrow from the bank at 5% per cent. one half 
the purchase price, borrowing the other half at 6 
per cent. on second mortgage from the seller. Fig- 
uring the transaction on the basis of a 100-acre 
farm at $50 an acre, it is calculated that the first 
year the interest and part-payment principal would 
come to only about $515, and that the ordinary 
renter of such a farm “pays more than ,this sum 
in rent every year.” Now, the renter who under- 
takes to buy land on such a description of the pro- 
cess and what it actually costs will have a different 
experience from what he expects. Land owncrs 
frequently take a mortgage back on more than half 
the selling price at 6 per cent., but not on second 
mortgaze. We do not know where the writer got 
his information that land rent comes to 10 per cent. 
of the purchase price, but it is a long way off the 
truth in this part of the country. The first year’s 
payment as figured above would be fully twice the 
rent expected in Kansas on $50 farm land.” 


WHAT SHALL THE ANSWER BE? 


An Editorial Opinion—In answer to the ques- 
tion, “Do you think it is a good idea for state banks 
to join the Federal Reserve System?” the Southern 
Banker says: 

“From a patriotic standpoint, now is undoubt- 
edly the time for all banks to unite for the good of 
our country. We need to present an unbroken front 
to the powers that assail us, and our banks are one 
of the strongest fortifications in the perilous times 
that are upon us, 
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“We are thoroughly committed to the view that 
the complete and eventual success of the Federal 
Reserve System depends upon the co-operation of 
state banks. It is our opinion further that the Fed- 
eral reserve officials have estranged the clientele 
they might have won among state banks and that 
they have done this by stickling for points more or 
less trivial in their nature; notably, the exchange 
question and the question of dual examinations. 

“When these and a few other barriers have 
been broken down, the ideas of everybody will coin- 
cide and the opinion will be unanimous that there 
has never been any doubt of the benefits and ad- 
vantages of the unified banking system which the 
Federal Reserve Act contemplates. 

“The wonder of the ages will be why the pow- 
ers turned a deaf ear to the necessities of the small 
banks and set their faces rigidly against compromise 
in those particulars that involve no principle essen- 
tial to the success of the reserve banks as reserve 
banks, yet at the same time most vitally affect the 
sutcess and existence of those banks which remain 
out of the system. The fact that so large a num- 


ber remain out hurts the system worse than any 
imaginable compromise upon the points at issue 
could possibly do. 

“These points are well covered in a referendum 


to state banks submitted by the State Bank Section 
of the American Bankers Association, and the state 
banks which have not considered them would do 
well to apply for the original circular. The com- 
posite answer of the state banks will undoubtedly 
serve to bring about a modification of requirements 
that will leave no man’s mind in the state of doubt 
expressed by the introductory question.” 


A DIRECT OFFER 


From Texas: ‘We would immediately apply 


for membership in the Federal reserve system if ' 


the Federal reserve act were changed in the fol- 
lowing particulars: Loan limitation increased to 
20 per cent. of capital and surplus. The burden of 
the ‘Free clearance of checks’ in section sixteen re- 
moved and instead thereof an allowance of reason- 
able compensation which even may be regulated to 
prevent excessive charges.” 


MAKE STATE BANKS UNANIMOUS 


From Illinois: “All banks should be state 
banks. There should be no private banks. The 
minimum capital should be not less than $25,000. 
The only banks of issue should be the twelve Fed- 
eral reserve banks, and they should be named na- 
tional banks. The examiners for the state banks 
should be appointed by the Federal reserve bank in 
the distriet in which said state banks are located. 
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This would take the examiners out of politics and 
would provide the banks with competent examiners. 
The old national bank gets about 9 per cent. inter- 
est on their stock in Illinois by reason of loaning 
their issue at 7 per cent. and drawing usually about 
2 per cent. on their bonds less a small charge to 
government. This is not right. Equal and exact. 
justice would demand all banks to be treated ex- 
actly alike.” 


INTEREST AND COMPETITION 


From Texas: “We do not think it would be 
right or proper for Federal reserve banks to pay 
interest on the balances of member banks. At any 
rate, it would be unwise at this time. In time it 
may be found possible and practical to pay a small 
interest rate on balances without necessitating the 
Federal reserve banks entering into competition 
with its members for investments. The expense 
account necessary to maintain the present official 
boards is such as to preclude the payment of inter- 
est on balances and reasonably expect to pay the 
6 per cent. annual dividends on stock that is ex- 
pected of the Federal reserve banks. We think the 
6 per cent. dividend on stock should be paid. It 
would be unwise to create a condition compelling the 
Federal reserve bank to seek investments in compe- 
tition with members in order to meet a demand for 
interest on balances.” 


NOT ADAPTED TO COUNTRY BANKS 


From South Dakota: “We could not afford to 
enter into the Federal system as it is not suited for 
conditions relating to country banks. We would 
have to hire an extra man to make reports and 
look after red tape, besides tying up a lot of money 
from which we would not derive any returns. I 
consider the law an absolute failure as far as coun- 
try banks are concerned. We should never join it 
in its present form. The state guaranty law is the 
best thing that has happened to the banks and pub- 
lic in this state; it is worth a hundred Federal Re- 
serve Acts as far as country banks are concerned. 
I cannot speak for the city banks as I do not know 
anything about them. The only object I can see in 
the law is to provide a place for borrowing money, 
and country’ banks do not have the paper required 
by the Federal bank.” 


FUNCTIONS LIMITED 


From Colorado: “The purposes of the Fed- 
eral Reserve Board and the rules for examinations 
can be changed at will, State banks fill a need 
not filled by commercial banks and the general plan 
of the Federal reserve act is adapted almost exclu- 
sively to commercial banking, The evident. purpose 
of the Federal Reserve Board is to gradually com- 
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pel all banks to get on to what they call a ‘Liquid 

basis’ as commercial banks. Therefore unless state 

banks and trust companies are to change their func- 
tions, the regulations and examinations are bound 

to hamper and restrict and curtail profits and busi- 
ness volume.” 


COSTING TOO MUCH 


From Pennsylvania: “Unquestionably the Fed- 
eral reserve system is excellently equipped with all 
the necessary machinery for meeting emergencies, 
but if practically and comparatively speaking that 
is to be the extent of its usefulness, it is costing 
too much in more ways than one.” 


GIVE LITTLE BANK A CHANCE 


From Wisconsin: “I feel confident that.if banks 
having capital less than $25,000 be eligible for mem- 
bership that a more satisfactory feeling would pre- 
vail. As it is now banks with less capital than 
$25,000 cannot join the system, but still the system 
is trying to dictate the manner in which the smaller 
bank should do business.” 


“OUTS” LEARN FROM “INS.” 

From Texas: “When the banks now in the Fed- 
eral reserve system are satisfied with their treat- 
ment we outsiders will know it and apply for mem- 
bership. One does not voluntarily go into some- 
thing where he believes he is going to be punished 
and compelled to contribute to a fund to be used in 
competition against him. We are suspicious of a 
set of men who will force their members to abandon 
a legitimate charge, as in the case of parring checks, 
to the detriment of all banks, except a few who 
serve the jobbing and department stores.” 


STRICTLY BUSINESS 
From Georgia: “If the Federal! reserve banks 
want state bank business and co-operation, they 
must offer as much or more service than other 


sound institutions offer. In other words, they must 
get the business on a competitive basis with good 
banking institutions.” 


LEAVE STATE BANKS TO STATES 


From Kansas: “Leave the state banks free to 
be responsible to the state only. That is, subject 
to state supervision only and with no limitations 
as to capital or anything else except as provided by 
the state laws. The Federal reserve officers should, 
however, be authorized to examine the state audits 


‘ing laws desirable? 


and memoranda of any member state bank and 
have the right to expel member banks. The law 
should specify on what conditions a state bank could 
withdraw and if the law was changed or amended 
as to that provision after the state bank became a 
member the state bank should have the option to 
withdraw under the law as it was when it became 
a member.” 


VARIED CONDITIONS 

From Arkansas: “Is uniformity of state bank- 
I should say no. If any one 
wants to get into a system of uniform laws it is 
very easy to join the national banking system, but 
I do not believe uniformity of state banking laws is 
desirable. There are vastly different conditions of 
business in the various states. I think that the 
state laws should provide for the economical, safe 
and satisfactory conduct of the business by the 
state bank for the benefit of the business of the 
state, and that a uniformity of laws would be a 
detriment.” 


LET RESERVE BANKS BE RESERVE 
BANKS 
From Wisconsin: “It seems to me that the re- 
serve banks should not be engaged in selling bonds, 
which is directly in competition with member banks, 
who have subscribed the whole amount of the capital 
stock of the reserve bank. Why not let the reserve 
bank be a ‘reserve’ bank as was understood when 
system was proposed at first.” 


EACH FOR THEIR OWN BUSINESS 

From Oklahoma: “Secure as a governing board 
of the Federal Reserve Bank, a bunch of men who 
are broad minded enough to run that part of our 
banking machinery on a business basis and cut out 
their socialistic tendencies of trying to coerce and 
force every one else to run their business without 
profit.” 


EVERY SOLVENT BANK SHOULD BE 
ELIGIBLE 

From Arkansas: “Every solvent bank in the 
United States should be eligible for membership in 
the system, regardless of the size of its capital, and 
should enjoy all of the privileges granted to the 
largest bank, such privileges in the way of re 
discounting of course to be in keeping with its 
size.” 


GOVERNMENTAL PROPRIETORSHIP 
From Indiana: “We are opposed to govern- 
mental proprietorship of business and feel that 
where finances and sacred trusts are concerned 
politics should not be allowed to dictate.” 
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PRESIDENT 
*‘§. B. RANKIN, Secretary Ohio Bankers Association, 
Columbus, Ohio. ‘ 


FIRST VICE-PRESIDENT 


GEORGE D. BARTLETT, Secretary Wisconsin Bankers As- 
sociation, Milwaukee, Wis. 


The sixth annual Conference of Presidents and 
Secretaries of Central States Bankers Associations 
was held at the La Salle Hotel, Chicago, Ill., March 
21 and 22, 1917. Andrew Smith, secretary of the 
Indiana Bankers Association and president of the 
Conference, presided, and the secretary was W. F. 


~ Keyser, secretary of the Missouri Bankers Associ- 


ation. The program was as follows: 


FIRST SESSION—Wednesday, March 21, 10 o’clock 


Meeting called to order by the President. 

Prayer. 

Reading of minutes of last meeting. 

“County Bankers Organization.” Thornton Cooke, 
President Missouri Bankers Association, Kansas 
City. 

Report of new banking legislation by each Secretary 
present. 

Adjourned at 12 o’clock. 

Luncheon. 


SECOND SESSION—2 o’clock. 


“Agricultural Development as Associated with the 
Work of Bankers Associations. J. R. Wheeler, 
President Wisconsin Bankers Association, Co- 
lumbus, Wis. 

“Omnipresent Issue—Burglary Insurance—Mutual 
Organization.” W. C. Macfadden, Secretary 
North Dakota Bankers Association, Fargo. 

“Military Training for Bank Clerks.” 

“Promotion of Sections in Bankers Associations.” 

Adjournment. 


THIRD SESSION—Thursday, March 22, 10 o’clock 


“Educational Features of Bankers Association 
Work.” W. W. Bowman, Secretary Kansas 
Bankers Association, Topeka. 

“Federal Reserve Check Collection System—What 
can be done to alleviate friction between coun- 


try and city banker?” Geo. H. Richards, 
Secretary Minnesota Bankers Association, 
Minneapolis. 


“Shorter retail credits in rural districts and the 
benefit of a Pay-Up Campaign.” 

“Introduction of Text-Book on Banking in Public 
Schools by Secretaries Section.” 

Adjournment. 

Luncheon. 


FOURTH SESSION—2 o’clock. 


“Collections and Requests for Rating.” George D. 
Bartlett, Secretary Wisconsin Bankers Associ- 
ation, Milwaukee. 


STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION 


SECOND VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary California Bankers 
Association, San Francisco, Cal. 


SECRETARY-TREASURER 
W. A. PHILPO'TT, JR., Secretary Texas Bankers Asso- 
ciation, Dallas, Tex. 


“Plans for Affiliation and Co-operation of A. B. A. 
and State Associations.” R. L. Crampton, 
Secretary Illinois Bankers Association, Chicago. 


“Group Insurance.” 
Good of the Order. 
Election of Officers. 
Installation. 
Unfinished Business. 
Adjournment. 


NOTE—General discussion followed each subject 
on the program in which every one present 
was urged to participate. 


In addition to the program as outlined above, 
talks were given by Bert Ball, secretary Crop Im- 
provement Committee, Chicago Grain Exchange, 
Major Malone on “Military Training for Bank 
Clerks,” J. H. Tregoe, general secretary National 
Association of Credit Men, and President Towner 
of the Towner Rating Bureau on “Fidelity and 
Surety Rates and Risks.” 

The usual hospitality of Chicago bankers was 
manifested when on Wednesday evening at six 
o’clock they tendered a dinner at the College Inn, 
Hotel Sherman and later in the evening a Belasco 
play, “The Boomerang,” at the Powers Theatre. On 
Thursday noon, the commercial paper houses of Chi- 
cago gave the conference a most enjoyable luncheon 
at the Mid-Day Club. John McCarthy presided and 
there were several brief speeches. The guest of the 
luncheon was Governor E. C. McDougal of the Fed- 
eral Reserve Bank of Chicago. On Thursday even- ' 
ing, those who had not yet left the city were enter- 
tained at dinner by L. E. Phillips and Harry E. 
Bagby, president and secretary respectively of the 
Oklahoma Bankers Association. 

Too much credit cannot be given to retiring 
Secretary R. L. Crampton of the Illinois Bankers 
Association, who arranged the many details for this 
successful conference. At the closing session the 
members of the conference presented Mr. Crampton 
with a handsome pair of diamond and gold cuff 
links. 

One of the most interesting addresses was made 
by Major Malone on the general subject of “Pre- 
paredness and Military Training at the Summer 
Camps.” Major Malone fired every one present with 
the utmost enthusiasm. 


CENTRAL STATES CONFERENCE A SUCCESS 
| 
| 
| 
| 


The keynote of the entire conference was co- 
operation. The best of feeling prevailed and the 
members adjourned with a thorough determination 
to co-operate with each other and with the American 
Bankers Association, and to resent with the utmost 
force any disposition to have a division of any na- 
ture whatsoever through the organization of sep- 
arate bodies. They appeared fully determined to 
stand by the slogan, “In union there is strength,” 
realizing that much more can be accomplished in 
this way than through any form of divided effort. 

The following resolutions were unanmiously 
adopted by the conference: 


Resolved, That no higher duty is at this hour 
laid upon American citizens than that of increasing 
farm production in every way possible in order that 
this country may be prepared with adequate produce, 
grain and livestock during a time when the nation 
may be called upon to defend its people and its insti- 
tutions. All idle lands should be planted and greater 
care exercised in seed selection and cultivation to 
insure large crops and without sacrificing soil fer- 
tility for succeeding harvests. 

Believing bankers have always been among the 
most loyal and patriotic citizens of this country, the 
Presidents and Secretaries of Bankers Associations 
of the twelve Central States, in conference assem- 
bled, hereby recommend that the benefit of citizens’ 
military training camps be brought to the attention 
of bank officers and employees, to the end that a 
large enrollment may be secured for the training 
camps at this particular time. : 

Resolved, That the thanks of this Conference 
are due and are hereby extended to its officers, 
President Andrew Smith, and Secretary W. F. Key- 
ser, for the fine program and the successful conduct 
of this meeting; and to the bankers and the com- 
mercial paper men of Chicago for their most hos- 
pitable entertainment, and that this, the sixth an- 
nual conference has in all respects been to us a 
most enjoyable and helpful occasion in all its rich 
social and educational benefits. 

That these conferences are not without their 
humorous episodes is evidenced by a certain reso- 
lution which follows: 


Minority Resolution. 

Whereas, it is well known that the head and 
leader of a state association is its president, and 

Whereas, it is also well known that the minds 
of the secretaries are so filled with the many duties 
and technical details of their offices that even though 
they were so inclined, they do not have time, and 
in some instances appreciation for the social fea- 
tures incident to and usually accorded these con- 
ferences, and 

Whereas, the presidents by reason of their 
broad experience and liberal views are better fitted 
than the secretaries to receive and enjoy the royal 
entertainment which it is now apparent is the estab- 
— custom to receive when meeting in this city, 
an 

Whereas, it has been the custom of the various 
state associations to elect their presidents for a 
term of only one year, thus crippling their organiza- 
tions’ usefulness by not having experienced men in 
attendance at these conferences to give proper and 
necessary attention to this most important business, 
but at the same time stimulating a taste without 
furnishing further opportunity to gratify same, 
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Therefore, Be It Resolved, That it is the sense 
of this conference that we recommend that here- 
after the presidents of state associations be elected 
for a term of at least ten years and not more than 
fifteen years, and that the present incumbents be 
continued in office for at least the minimum term. 

The above resolution was submitted for the 
amusement of those attending the luncheon tendered 
by the commercial paper houses of Chicago and was 
of course received in the proper spirit and in a most 
hilarious manner. It may be taken as an indication 
of the good feeling established between the presi- 
dents and secretaries of the various state associa- 
tions. 

Before adjournment, George H. Richards, secre- 
tary of the Minnesota Bankers Association was 
elected president and Harry E. Bagby, secretary of 
the Oklahoma Bankers Association was elected see- 
retary of the conference for the ensuing year. It 
was also unanimously voted to hold the next annual 
conference in the city of Chicago. 

There were present, at the Conference, repre- 
senting the various state associations, which are 
members, the following: 

Illinois: President W. S. Reariek, Ashland, 
Secretary R. L, Crampton, Chicago. 

Indiana: President Jos. L. Bayard, Vincennes, 

Secretary Andrew Smith, Indianapolis. 

Iowa: President Geo. S. Parker, Sioux City, 
Secretary Frank Warner, Des Moines. 

Kansas: President L. H. Wulfekuhler, Leaven- 
worth, Secretary W. W. Bowman, Topeka. 

Michigan: Secretary Helen M. Brown, Detroit. 

Minnesota: Secretary Geo. H. Richards, Minne- 
apolis. 

Missouri: President Thornton Cocke, Kansas 
City, Secretary W. F. Keyser, Sedalia. 

Nebraska: President Dan Morris, 
Secretary Wm. B. Hughes, Omaha. 

North Dakota: Vice-President C. R. Green, 
Cavalier, Secretary W. C. Macfadden, Fargo. 

Oklahoma: President L. E. Phillips, Bartels- 
ville, Secretary Harry E. Bagby, Oklahoma City. 

South Dakota: President J. B. Lambertson, 
Sioux Falls, Secretary A. B. Darling, Mitchell. 

Wisconsin: President J. R. Wheeler, Columbus, 
Secretary Geo. D. Bartlett, Milwaukee: 

The bankers associations of the states of Ohio 
and Kentucky are also members of this conference, 
but were not represented. 

The American Bankers Association was repre- 
sented by President P. W. Goebel, Kansas City, Kan., 
and General Secretary Fred. E. Farnsworth and 
Jerome Thralls, Secretary of the National Bank and 
Clearing House Sections, of New York City. M. A. 
Graettinger, secretary-elect of the Illinois Bankers 
Association, who takes his new position April 1, was 
also present. 

(Convention Calendar appears elsewhere in this 
issue.) 
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LIBRARY AND REFERENCE DEPARTMENT 


MARIAN R. GLENN, LIBRARIAN 


MEMBER BANKS 
Has one of your officers made an interesting 
address? Have you a well tried plan of 
advertising or a pamphlet of interest to a 
banker in another state? Let the A. B. A. 
Library help you give it publicity. Send 
as many copies as you can spare to the 
Library and the Library will do the rest. 
AMERICA THRIFTY will surely be the ultimate re- 
sult of the efforts put forth by various or- 
ganizations to inoculate the American 
people with the thrift germ. 
The National Education Association (D. W. 
 §pringer, Secretary, Ann Arbor, Michi- 
gan), has just issued a monograph on 
“Thrift,” containing the prize essays pre- 
sented by teachers in the adult contest, 
1916. 87 p. 


The Educational Committee of the Chamber of 
Commerce, Philadelphia, Pa., has published 
a pamphlet entitled “Thrift; a short text 
book for elementary schools of Phila- 
delphia.” Compiled by Group I, Pennsyl- 
vania Bankers Association. 15 p. 

“Woman’s sphere in thrift” is the title of a 
most interesting address by J. H. Puelicher 
given before the members of the Social 
Economics and members of the Milwaukee 
Home Economics Clubs. This has been re- 
printed in pamphlet form by the Marshall 
& Isley Bank, Milwaukee, Wisconsin. 

“Suggestions for the teaching of thrift in the 
public schools,” by H. R. Bonner, prepared 
under the direction of M. P. Shawkey, State 
Superintendent, is also a recent addition to 
the thrift collection. Charleston, West Va. 

School Savings Banks; address before the San 
Francisco Chapter of the American Insti- 
tute of Banking, by D. A. H. Giannini, 
vice-president of the Bank of Italy has 
been received in pamphlet form. 

PRODUCTION AND THRIFT is the title of a volume 
issued by Martin Burrell, Minister of Agri- 
culture, Ottawa, Canada. 250 p. It con- 
tains much valuable material along agri- 
cultural lines. 

Of interest in connection with the 

AGRICULTURAL EXTENSION WoRK OF BANKING ASSO- 

CIATIONS is: 

“The farmers record and account book,” pub- 
lished by Brown and Biglow, St. Paul, 
Minn. Sent out with the compliments of 
the First National Bank, Cobleskill, N. Y. 

Note: The Library desires especially to co- 
operate in any possible way to further the 
Agricultural Extension work in the present 
crisis, so send information as to new activi- 
ties to the A. B. A. Library so it can be 

given publicity. 
TNvestors’ Book or BooK.eTs” is the title of a 


PARTIAL LIST OF ADDITIONS TO THE LIBRARY 


monthly publication issued by the Bureau 
for the Dissemination of Financial Litera- 
ture to Investors. Operated by Russell 
Law, 52 Broadway, New York City. It 
classifies and reviews the numerous pam- 
phlets of interest to investors, and also 
contains a list of security offerings. 

PAMPHLETS RELATING TO THE FEDERAL RESERVE 

SYSTEM 


Responsibility of the Federal reserve system 
for the, maintenance of gold payments. 
Pierre Jay. 
Trade acceptances; an address by John U. 
Calkins at a meeting of Tacoma Credit 
Men’s Association. 
A PERFECT RURAL CREDIT LAW—WHERE? 


If you are interested in the pros and cons of 
the Federal Farm Loan Act read the fol- 
lowing pamphlets: 

The injustice of the Federal Farm Loan Law. 
Allen Ripley Foote. Columbus, Ohio. 26 p. 


Disadvantages of the Federal Farm Loan Sys- 
tem to the borrowing farmer. Norman 
Lombard. San Francisco. Agricultural 
Credit Corporation of California. 1916. 

Land credit problem. By George E. Putnam. 
Bulletin University of Kansas. Vol 17, No. 
18. Dec. 1, 1916. 


TAXATION is a question of vital importance at this 
time because of the increased demand for 
revenue. 

“A SUMMARY AND DIGEST OF THE OMNIBUS REv- 
ENUE ACT OF 1916” has been issued by the 
Savings Union Bank and Trust Company, 
San Francisco, California. 

The situation in Missouri and proposed reme- 
dies are outlined in a pamphlet “Taxation 
in Missouri” by Dr. Isidor Loeb. Dean of 
School of Commerce and Administration, 
University of Missouri, Columbia, Missouri. 

The Guaranty Trust Company, New York, has 
recently issued a synopsis of The Excess 
Profits Tax Law, act approved March 3, 
1917. 

TORRENS SYSTEM 

“A sketch of the Torrens System of land title 
registration and its application in other 
countries and especially in the state of New 
York, by John J. Hopper. Ed. 2, with sup- 
plement indicating necessary amendments 
prepared for presentation to the 1917 
Session of the Legislature.” 

“Registration of land titles in the United 
States.” Eugene C. Massie. 

“War LOANS AND THE UNITED STATES,” issued by 
Guaranty Trust Co., New York, deals with 
loans made by the United States in its 
various wars, also with leans in connection 
with the European War. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers 


Association, reported to the JOURNAL-BULLETIN from February 26 to March 24, 1917, inclusive. 
will confer a favor by notifying this department immediately of any such changes. 
made only on receipt of information direct from members: 


ILLINOIS 

Forrest—R. J. Riley, formerly vice-president 
First State Bank, now president, succeeding the 
late J. V. McDowell. 


IOWA 

Ames—C. L. Siverly, formerly cashier Union 
National Bank, now president. S. A. Knapp, for- 
merly assistant cashier, now cashier. 

Des Moines—L. E. Stevens, formerly president 
Century Savings Bank, now vice-president Iowa 
Loan and Trust Company. B. B. Vorse, formerly 
cashier Century Savings Bank, now cashier Iowa 
Loan and Trust Company. 


NEBRASKA 
Long Pine—M. E. Bucklin, formerly cashier 
Brown County Bank, now vice-president. 


Allen, Fred. J., director Sanford National Bank, 
Sanford, and director Fidelity Trust Company, 
Portland, Maine. 

Baker, Thomas Albert, vice-president First National 
Bank, Paducah, Ky. 

Barbour, William, director Hanover National Bank, 
New York, N. Y., and director Hamilton Trust 
Company and Paterson Savings Institution, 
‘Paterson, N. J. 

Barnard, Frederick E., president Metuchen National 
Bank, Metuchen, N. J. 

Bird, Joseph, president and trustee Manhattan Sav- 
ings Institution, New York, 

Bixby, Jotham, vice-president National Bank of 
Long Beach and Long Beach Savings Bank and 
Trust Company, Long Beach, Cal 


Bless, James F., director National State Bank, 
Newark, N. J. 
Carroll, Edward, president Leavenworth National 


Bank, Leavenworth, Kan. 

Crawford, Richard F., vice-president Santa Rosa 
National Bank, Santa Rosa, Cal. 

French, Joseph E., director Rockland Trust Com- 
pany, Rockland, Mass. 

Hagemann, Edward, president Iowa State Savings 
Bank and director First National Bank, Burl- 
ington, Iowa. 

Humphreys, William O., vice-president and director 
Jefferson Commercial and Savings Bank, Gret- 
na, La. 

Hazard, Frederick R., president Syracuse Trust 

Company, Syracuse, N. 

Jackson, Richard, vice- “president National Bank of 
Commerce, Paragould, A 

Koch, John, cashier Bank of Wauzeka, Wauzeka, 

lA 


MORTUARY RECORD OF ASSOCIATION MEMBERS 


REPORTED FROM FEBRUARY 26 To Marcu 24, 1917. 


Members 
Publication will be 


NEW YORK 
New York—Horace F. Poor, formerly vice- 
president and treasurer Lincoln Trust Company, 
now vice-president and director Garfield National 
Bank. 


TENNESSEE 
Memphis—D. M. Armstrong, formerly cashier 
Commercial Trust and Savings Bank, now vice- 
president, succeeding the late Simon Jacobs. A. B, 
Lewis, formerly assistant cashier, now cashier, 


VIRGINIA 
Newport News—W. B. Vest, formerly cashier 
Citizens and Marine Bank, now president, succeed- 
ing the late George B. West. 


Kraft, Samuel, director Bank of the Ohio Valley, 
Wheeling, W. Va 

Krome, William H., president Bank of Edwards- 
ville, Edwardsville, Il. 

Lasher, George F.. first vice-president Peoples Trust 
Company, Philadelphia, Pa. 

Lemmon, William A., vice-president Fifth-Third Na- 
tional Bank, Cincinnati, Ohio. 

McDowell. J. V., president First State Bank, For- 
rest, 

Mockridge. Oscar B., vice-president Security Sav- 
ings Bank, Newark, N. J. 

Musselman, Amos, president Commercial Savings 
Bank and director Fourth National Bank, 
Grand Rapids, Mich. 

Patton, Elmer E., president First National Bank, 
New Kensington, Pa. 

Roebling, F. W., director Mechanics and Metals Na- 
tional Bank, New York, N. Y., and director 
Mechanics National Bank, Trenton, N. J. 

Scott, Frank R., president National Bank of Elkton, 
Elkton, Md. 

Shirk, Harold C., president Lebanon National Bank 
and vice- president Lebanon County Trust Com- 
pany, Lebanon, Pa. 

Silver, E. A., vice-president First National Bank, 
Sullivan, Ill. 

_ Swan, Alden S., 
tional Bank, New York, N. 

Timm, Henry R., president First National Bank, 
Dixon, Cal. 

Warren, G. H., vice-president Farmers State Bank, 
Middletown, Til. 

West, B., president and Marine 

Rank ewnart News. Va 


director Market and Fulton Na- 
¥. 
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Allen, Charles G., vice-president and éashier Port- 
land National Bank, Portland, Maine. 

Bartlett, Elwdod S., cashier Atlantic City National 
Bank, Atlantic City, N. J. 

Bell, Alexander, credit manager United States Mort- 
gage and Trust Company, New York, N. Y. 

Blair, Frank W., president Union Trust Company, 


Detroit, Mich. First Vice-President Trust 
Company Section, American Bankers Associa- 
tion. 

Brown, Joseph G., president Citizens National Bank, 
Raleigh, N. C. 

Brundage, F. D., Knauth, Nachod and Kuhne, New 
York, N. Y. 


Burke, William F., West Hoboken, N. J. 

Chamberlain, Edwin, vice-president San Antonio 
Loan and Trust Company, San Antonio, Tex. 
Vice-President for Texas Trust Company Sec- 
tion, American Bankers Association. 

Cox, Raymond B., vice-president Webster and Atlas 
National Bank, Boston, Mass. 

Cutler, Ralph W., president Hartford Trust Com- 
pany, Hartford, Conn. Member Executive 
Committee Trust Company Section, American 
Bankers Association. 

Dopslaff, Gustav, president Commonwealth Trust 
Company, West Hoboken, N. J. 

Edwards, George E., president Dollar Savings Bank, 
New York, N. Y. President Savings Bank Sec- 
tion, American Bankers Association. 

Elder, LeRoy V., Rhode Island Hospital Trust Com- 
pany, Providence, R. I. 

Farnsworth, Frederick C., Brooklyn, N. Y. 

Farnsworth, Frederick Clarkson, Huntington, L. I. 

Field, R. E., Field, Richards and Company, Cincin- 
nati, Ohio. 

Fordyce, Robert H., vice-president German-Ameri- 
can Trust Company, Paterson, N. J. 

Franklin, N. E., president Bear Butte Valley Bank, 
Sturgis, S. D. 

Fries, F. H., president Wachovia Bank and Trust 
Company, Winston Salem, N. C. 


_ Fuller, Oliver C., president Wisconsin Trust Com- 


pany, Milwaukee, Wis. Member Executive Com- 
mittee Trust Company Section, American Bank- 
ers Association. 

Goff, F. H., President Cleveland Trust Company, 
Cleveland, Ohio. Member Executive Commit- 
tee Trust Company Section, American Bankers 
Association. 

Gwin, Earl S., president Rene er Na- 
tional Bank, Louisville, Ky. 

Hardy, D. L., publicity manager Wachovia Bank 

and Trust Company, Winston Salem, N. C. 


FROM FEBRUARY 26 TO MARCH 24 


Heppenheimer, William C., president Trust Com- 
pany of New Jersey, Jersey City, N. J. Member 
Executive Committee Trust Company Section, 
American Bankers Association. 

clulbert, E. D., president Merchants Loan and Trust 
Company, Chicago, Ill. Member Committee on 
Protective Laws Trust Company Section, Amer- 
ican Bankers Association. 

Hurst, R. I., credit manager Guaranty Trust Com- 
pany, New York, N. Y. 

Jackson, H. W., president Virginia Trust Company, 
Richmond, Va. Member Executive Committee 
Trust Company Section, American Bankers As- 
sociation. 

Jackson, J. A., Kansas City, Mo. 

Jefferson, H. M., auditor Federal Reserve Bank of 
New York, New York, N. Y. 

Kister, H. D:, Wachovia Bank and Trust Company, 
Winston Salem, N. C. 

Kloepfer, John A., president Union Stock Yards 
Bank, Buffalo, N. Y. 

Knox, William E., comptroller Bowery Savings 
Bank, New York, N. Y. Member Committe on 
Savings Legislation Savings Bank Section, 
American Bankers Asssociation. 

Lacy, B. R., State Treasurer, Raleigh, N. C. 

Lampert, Nelson N., vice-president Fort Dearborn 
National Bank, Chicago, II. 

Law, William A., president First National Bank, 
Philadelphia, Pa. Ex-President American 
Bankers Association. 

Logan, Dulaney, Harris Trust and Savings Bank, 
Chicago, IIl. 

McAdams, Thomas B., vice-president Merchants Na- 
tional Bank, Richmond, Va. 

McCarter, Uzal H., president Fidelity Trust Com- 
pany, Newark, N. J. President Trust Company 
Section, American Bankers Association. 

McNeil, John L., president Durango Trust Company, 
Durango, Colo. 

McWilliam, E. G., president American Institute of 
Banking, New York, N. Y. 

Maddocks, Sewall T., cashier and Selnihets First 
National Bank, Boothbay Harbor, Maine. 


Mars, A. H., secretary Fidelity Trust Company, 
New York, N. Y. 
Mason, J. H., vice-president Commercial Trust 


Company, Philadelphia, Pa. Member Legisla- 
tive Committee Trust Company Section, Ameri- 
can Bankers Association. 

Matthews, J. P., president Palmetto National Bank, 
Columbia, S. C. 

Orr, W. W., assistant secretary National Associa- 

tion of Credit Men, New York, N. Y¥. 
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Parks, E. B., treasurer Siler City Loan and Trust 
Company, Siler City, N. C. 

Platten, John W., president United States Mortgage 
and Trust ,Company, New York, N. Y. Chair- 
man Executive Committee Trust Company Sec- 
tion, American Bankers Association. 

Ameriean Bankers Association. 

Poillon, W. C., Tucker, Anthony and Company, New 
York, N. Y. 

Puelicher, J. H., vice-president Marshall and Ilsley 
Bank, Milwaukee, Wis. 

Remsen, Daniel S., New York, N. Y. 

Rhoades, Herbert R., president Dorchester Trust 
Company, Boston, Mass. 


Roberts, George E., assistant to president National 
City Bank, New York, N. Y. 


Robinson, E. ™., vice-president Eutaw Savings 
Ba _, oaitimore, Md. Member Executive Com- 
mittee Savings Bank Section, Amevican Bank- 
ers Association. 

Sharer, W. P., president First National Bank, 
Zanesville, Ohio. Chairman Committee on 
Credit Forms, American Bankers Association. 

Swift, A. D., assistant cashier Central National 
Bank, Philadelphia, Pa. 

Teter, Lucius, president Chicago Savings Bank and 
Trust Company, Chicago, Ill. Member Execu- 
tive Committee Trust Company Section, Ameri- 
can Bankers Association. 

Tregoe, J. H., secretary National Association of 
Credit Men, New York, N. Y. 

Woodruff, E., president Trust Company of Georgia, 
Atlanta, Ga. Member Executive Committee 
Trust Company Section, American Bankers As- 
sociation. 


FEDERAL LAND BANK OFFICERS AND DIRECTORS 


Additional appointments of officers and direc- 


tors for the Federal land banks have been announced 
by the Federal Farm Loan Board as follows: 

Federal Land Bank of Springfield, Mass.: 
President and director, Leonard G. Robinson, New 
York, N. Y.; vice-president and director, B. G. Mc- 
Intire, East Waterford, Maine; secretary and di- 
rector, Edward H. Wilkins, assistant cashier Middle- 
sex County National Bank and trustee Middletown 
Savings Bank,* Middletown, Conn.; treasurer and di- 
rector, Edwin H. Forristall, Cortland, N. Y.; direc- 
tor, Herbert Myrick, Springfield, Mass.; registrar 
and attorney, Kingman Brewster, Springfield, Mass. 

Federal Land Bank of St. Paul: President and 
director, E. G. Quamme, president State Bank of 
Finley,* Finley, N. D.; vice-president and director, 
Ben F. Faast, Eau Claire, Wis.; secretary and di- 
rector, H. K. Jennings, organizer Eaton County Sav- 
ings Bank,* Charlotte, Mich.; treasurer and direc- 
tor, A. H. Turrittin, Sauk Rapids, Minn.; director, 
Walter S. Harris, Minneapolis, Minn.; registrar and 
attorney, F. W. McLean, Fargo, N. Dak. 

Federal Land Bank of Berkeley, Cal.: President 
and director, Burrell G. White, San Francisco, 
Cal.; vice-president and director, R. L. Douglass, 
Fallon, Nebr.; secretary and director, S. A. Reed, 
Los Angeles, Cal.; treasurer and director, Dr. 
George W. Thomas, Logan, Utah; directer, Dr. El- 
wood Mead, Berkeley, Cal.; registrar and attorney, 
Lysander Cassidy, Phoenix, Ariz. 


*Member American Bankers Association. 


Federal Land Bank of Houston, Tex.: President 
and director, M. H. Gossett, Dallas, Tex.; vice-presi- 
dent and director, J. A. Thompson, Taylor, Tex.; 
secretary and director, W. P. Hobby, Beaumont, 
Tex.; treasurer and director, S. A. Lindsey, Tyler, 
Tex.; director, T. J. Caldwell, Austin, Tex.; regis- 
trar and attorney, Charles A. Leddy, Tyler, Tex. 


Federal Land Bank of Baltimore: President 
and director, George H. Stevenson, Bel Alton, Md.; 
vice-president and director, D. Fred Shamberger, 
Baltimore, Md.; secretary and director, J. B. Finley, 
Parkersburg, W. Va.; treasurer and director, J. H. 
Hossinger, Newark, Del.; director, John H. Murray, 
Waverly, Pa.; registrar and attorney, Robert Cat- 
lett, Lexington, Va. 


Federal Land Bank of Louisville: President and 
director, Walter Howell; Union City, Tenn.; vice- 
president and director, J. P. Brennan, Columbus, 
Ohio; secretary and director, James B. Davis, Brazil, 
Ind.; treasurer and director, L. B. Clore, Laporte, 
Ind.; director, H. A. Sommers, Elizabethtown, Ky.; 
registrar and attorney, A. C. Dulaney, Bowling 
Green, Ky. 


Federal Land Bank of Spokane: President and 
director, D. G. O’Shea, Red Lodge, Mont.; vice- 
president and director, C. E. B. Roberts, Rupert, 
Idaho; secretary and director, George C. Jewett, 
Palouse, Wash.; treasurer and director, George M. 


Dreher, Spokane, Wash.; director, A. W. Cauthorn, , 


Portland, Ore.; registrar and attorney, Turner 


Oliver, LaGrande, Ore. 


= 


1917—Rosert H. 
Clearing Association, 
National Savings & ‘Trust Comps any, ‘Washington, D. Cc; R 
W. Rusecamp, Corn Exchange Bank, Chicago, IIl. 


Bran (ex-officio), 


Richmond, Va. 


Frank C, Batt, 


1918—E, G. (ex-officio), Guarant 
Dallas, Tex.; Harry E. Hesranx, Union National 


1919—Gro. 


NEWELL, 


BULLETIN 


OF THE 


AMERICAN INSTITUTE OF BANKING 


INSTITUTE EXECUTIVE COUNCIL 
Casco Mercantile Trust Company, 
i Valle 

EcHT, Hibernia Bank & Trust Company, New Orleans, La.; Joun 


Trust Company. 
ank, Pittsburgh, Pa.; R. H. MacMrcwazt, Dexter Horton Trust & Savings 
First National Bank, San Francisco, Cal. 

Kaye, Society for Savings, Hartford, Conn. ; 
Nickxert, Eighth "tathnat Bank, Philadelphia, Pa.; JAMES Rattray, Bank of Buffalo, 


Portland, Me.; H. G. Proctor i officio), Richmond 
rust Company, St. Louis, Mo.; Franx B, Devereux, 


New York, N. Y.? S. D. Becxtey, City National Bank, 


H. Cueney, First National Bank, Kansas City, Mo.; Wa. A. 
Buffalo, N. Y. 


OFFICERS OF THE INSTITUTE 


President, E. G. McWittiam, 
Clearing Association, Richmond, Va. 
Educational Director, R. W. 
Spracue, Chairman, 
Banking and Economics in Princeton University, Princeton, 
W. ALLENDOERFER, First National Bank, Kansas City, Mo.; 


and N. W. 


Guaranty Trust Company, New York, N. Y¥. Vice-President, 
Educational Director, Grorce E. ALLEN, Five Nassau Street, New York City. Assistants to 
Harrison, Five Nassau Street, 
Professor of Banking and Finance in a University, 
J.; Harotp 
E. 


H. G. Proctor, Richmond 
New York City. Board of Regents—O. M. f 
Cambridge, Mass.; E. W EMMERER, Professor of 

. Drener, National City Bank, New York 

A.Len, Five Nassau Street, New York City. 


CITY BANK SCHOLARSHIP 


The annual scholarship given to the American 
Institute of Banking by the National City Bank of 
New York offers extraordinary opportunities. It 
is important, however, that there should be a clear 
understanding in regard to the privileges and obli- 
gations involved. The personality of candidates 
must be particularly considered, as it is important 
for both the Institute and the National City Bank 
that the world bankers, into whom candidates should 
grow, shall reflect properly the character of the two 
great institutions that they represent. 

In a recent conference between the President 
and Educational Director of the Institute and the 
Educational Director and other officers of the Na- 
tional City Bank, it was decided to subdivide the 
first year’s training period as follows: 

The first three months, general work of any 
kind and character; always having in mind that the 
candidates are high-grade men. But such high- 
grade men must find themselves in the National 
City Bark, and they can do this only if they are 
willing‘to help out in any department to which their 
rotation brings them. In other words, they should 
not be willing only to look on, but they should be 
willing to take hold. 

The second three months will be spent in the 
Credit Department, where, again, due opportunity 
will be given them to learn the work of the depart- 
ment; always with the understanding that the 


Scholar takes actual hold of things and not only 
looks on. 


INSTITUTE INTERCHANGE 


The third period will consist of four months’ 
work in the Foreign Department. It may not be 
possible to go through every one of the numerous 
sub-divisions of this department during these four 
months; it being more important that the scholars 
show their constructive ability by forging ahead in 
the departments to which their rotation brings them. 
Every reasonable effort will be made to place them 
in contact with the more vital work in the Foreign 
Department. 

The final two months of the first year will 
be spent in the Chief Clerk’s Department to become 
familiar with the details of executive and adminis- 
trative work flowing through this department. 

During the whole year arrangements will be 
made for at least one conference a month between 
the scholar and the educational director, or some 
other officer of the bank having special charge of 
this matter, at which time the observations of the 
scholar, as well as the observations of the depart- 
ments about him, will be diseussed and his develop- 
ment toward foreign or home business observed and 
emphasized. 

It is well to emphasize again the fact that the 
candidates will be required to take hold of the 
actual work rather than pass from department to 
department as a student onlooker, such as is the 
case to a great extent with the young men of our 
annual college class. 

It is, of course, not possible to guarantee that 
the rotation outlined above will be carried out to 
the letter. Conditions in the bank, and the personal- 
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ity and qualifications of each candidate may make 
changes desirable or necessary. 

During the year’s period, class work is re- 
quired, as follows: (1) Banking II.—dealing with 
bank routine. (2) Banking III. or IV., according 
to the development of the man. (3) Foreign Ex- 
change I. or II., according to the development of 
the man. 

In addition to the foregoing, one elective course 
is required from among the following three: (1) 
Political Economy, (2) Commercial Geography, (3) 
Language Course. It is understood that while every 
opportunity for class work is to be given, it must 
not interfere with bank work. This is especially 
true of the noon-day language ‘classes. 

Only holders of certificates of the American 
Institute of Banking are eligible for this scholar- 
ship. They must be men with practical banking 
experience, desiring a permanent banking connec- 
tion. They, preferably, should be men who have 
occupied positions of junior officers in small banks 
or responsible executive positions in large banks. 
They will receive $1,500 for the first year’s work, 
and should gravitate during the first year toward 
positions of some importance either in the home 
institution or in our branches. This means that 
language qualifications are very desirable but not 
absolutely necessary. 


INSTITUTE GOVERNMENT 


EDITOR JOURNAL-BULLETIN: To permit of in- 
creased efficiency in administration and educational 
work, there have been numerous amendments to the 
constitution of the American Institute of Banking 
since its adoption, but with the exception of the 
change that was made with the passing of the 
Fellowship Class in 1914, Article VI remains prac- 
tically unchanged. It provides for delegates to the 
Annual Convention and reads as follows: 

“The Institute shall hold an annual conven- 
tion at such time and place as may from year to 
year be determined, in which convention each 
Chapter shall be represented by delegates on the 
basis of one delegate for each twenty-five mem- 
bers or fraction thereof, and one delegate-at- 
large, computed in accordance with the records 
of Chapter membership in the general office of 
the Institute thirty days before such annual 
convention. Members of the Correspondence 
Chapter who are Institute graduates shall be 
entitled to vote individually at any Institute 
convention upon personal attendance.” 


In the earlier days of the Institute this pro- 
vision was undoubtedly equitable as there was; 


much disparity in the voting strength of the various’ 


Chapters, but with the rapid growth of the large 
City Chapters, that condition no longer prevails, 


and therefore, the time Would appear to be ripe 
for reconsidering the basis of representation and 
voting at Conventions. A comparison of the dele- 
gates at the Cincinnati Convention with the number 
of Institute members who have graduated from their 
Chapters, reveals several cases where the repre- 
sentation is too large for the educational results 
achieved; but on an average that is not so, for the 
following statistics compiled from the vote for mem- 
bers of the Executive Council in 1916, show that the 
small Chapters have a greater voting strength in 
proportion to graduates than the larger Chapters: 


No. of 
votes 


Under 10 


Graduates for 
Graduates each vote 


2.6 
2.46 
2.86 


2.6 Average 


Tota 
Chapters votes 
165 
183 
821 


669 


430 
449 
916 


Total .... 53 1,795 

While these figures apparently indicate that the 
present system is just, that impression is removed 
when it is found that 339 votes, a majority, were 
controlled by eight Chapters, and 452 votes, a two- 
thirds majority, by sixteen Chapters. If the mem- 
bership of the Institute consisted of the individual 
members of the various Chapters, and if these Chap- 
ters were not independent and self governing bodies, 
there could be no reasonable objection to the pres- 
ent system; but Article IV of the Institute Consti- 
tution provides that: “Members of the Institute 
shall consist of duly authorized Chapters——” 
Since that is so, we have a situation somewhat 
analagous to that of the Federal reserve banks, in 
which the member banks have investments of vary- 
ing amounts according to their capital and surplus, 
but combined with equal voting rights in the elec- 
tion of directors. 

It would not be reasonable, however, to adopt 
a system of voting that would put Chapters like 
New York Chapter on the same plane as the smaller 
Chapters, for it must be conceded that the wide 
and varied educational experience of the larger 
chapters renders them much more capable of judg- 
ing of the wisdom of any proposed course of action; 
but it would be desirable to obviate the existing 
possibility of 25 per cent. of the Chapters con- 
trolling the Institute. 

A further examination of the Cincinnati vote 
shows that only twelve Chapters exercised their 
right of splitting their vote, and as it is hardly 
conceivable that the delegates of all the other Chap- 
ters were unanimous in their choice, the assumption 
is that in most cases a majority of the delegates 
decided the vote of the Chapter. As each delegate 
is entitled to be represerited in the voting, that pro- 
cedure cannot be justified, and it should be man- 
datory for the Chapter vote to represent the de- 
cision of all delegates. 


20........ 
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Another point that calls for comment is the 
fact that only Chapters sending delegates to the 
Convention may participate in the voting, but as 
there are frequent cases where distance and ex- 
pense prevent the sending of a delegate, it would 
be only just to permit voting by proxy in such 
circumstances. 

From expressions of opinion that have reached 
me, there appears to be a growing discontent with 
the present system of. voting, and as it is of vital 
interest to every Chapter, this brief discussion is 
submitted in the hope that it may elicit expressions 
of opinion that will be crystallized into action at 
the Denver Convention. J. RATTRAY. 


ATTITUDE OF STATE BANKS 


Chairman M. B. Wellborn of the Federal Re- 
serve Bank of Atlanta, in an address at the recent 
annual banquet of Atlanta Chapter of the American 
Institute of Banking, said some things of particular 
significance. 

“The attitude of state banks toward the Fed- 
eral Reserve System,” said Mr. Wellborn, “is some- 
what peculiar. The public through its commercial 
bodies and the business men generally are loud in 
their. praise of the Federal Reserve Act and the 
practical workings of the system. This praise is 
due to the assured benefit of those who are directly 
engaged in commercial, agricultural and industrial 
pursuits. Is it not strange, then, that so few of the 
state banks have seen fit to apply for membership? 

“Economic writers of European countries who 
have given their best thought to a study of the 
banking systems of the world have been very gener- 
ous in their approval of the Federal Reserve Act. 
Inasmuch as this piece of legislation is conceded 
by all to have been the most important enacted by 
Congress in many years, and in view of such uni- 
versal approval, I again submit, ‘Why is it that the 
state banks, to any great extent, do not avail them- 
selves of the privileges of membership in the Fed- 
eral reserve system?’ By so doing they are not re- 
quired to surrender their state charters; nor, are 
they even required to restrict their customary ac- 
tivities in the regular course of transacting business. 

‘It is true in some respects they would have to con- 
form to the same laws that govern national banks; 
for instance, they would be required to limit their 
loans to any one person, firm or corporation to 10 
per cent. of their capital stock and surplus. This 
surely is not a serious objection, for prudent bank- 
ers, whether state or national, do not care to lend 
excessive amounts to a single borrower. A state 
bank if a member of the Federal reserve system 
would have the same privileges as a national bank 
in handling large transactions involving dealings in 
cotton, grain or other readily marketable staples 


through the medium of bills of exchange, bankers’ 
acceptances and trade acceptances in sufficiently 
large amounts to accommodate the demands of trade. 

“There is only one other restriction that would 
apply to state banks, and that is prohibiting a bank 
from lending its own capital stock. With respect to 
loans on real estate, the Federal Reserve Board has 
taken a very liberal position and has not imposed 
restrictions of a character calculated to embarrass 
properly conducted state banks. The Board simply 
requires that such real estate loans shall not be so 
excessive in amount as to impair the liquid condi- 
tion of the bank. The few restrictions herein enum- 
erated are generally conceded as sound banking 
practice and a great number of state banks at the 
present time are conducting their business along 
these lines. A membership in the Federal reserve 
system would not preclude a state bank from exer- 
cising its full charter and statutory rights as at 
present under the state laws. 

“Perhaps the state banks balk on the question 
of reserves. It is true that the state banks can now 
keep their reserves in far-off financial centers and 
receive thereon 2 per cent. to 3 per cent. of their 
balances, but isn’t this more than compensated for 
in the protection and security afforded by having 
their reserves in a Federal reserve bank where they 
are assured it can be got promptly when needed? 

“The authority to make examinations of state 
banks while members of the Federal reserve system 
is lodged with the Federal Reserve Board and they 
have, in order to be liberal to the state banks and 
to save them from additional expense of two ex- 
aminations, provided as follows: 


. “In order to avoid duplication, the Board will 
exercise the broad discretion vested in it by the Act 
in accepting examinations of state banks and trust 
companies made by state authorities wherever these 
are satisfactory to the Board and are found to be 
of the same standard of thoroughness as national 
bank examinations, and where in addition satisfac- 
tory arrangements for co-operation in the matter of 
examination between the designated examiners of 
the Board and those of the states already exist or 
can be effected with state authorities. Examiners 
from the staff of the Board or of the Federal reserve 
banks will, whenever desirable, be designated by the 
Board to act with the examination staff of the state 
in order that uniformity in the standard of examina- 
tion may be assured.’ 


“Are they timid or afraid of an examination 
by the Federal Reserve Board or the Federal Re- 
serve Bank? Surely not; I cannot imagine such ob- 
jections from a sound and substantial institution. 
If these be the reasons, maybe a discriminating pub- 
lic will in time, begin to think along these lines and 
the result might be that depositors will conclude 
that it is safer for them to put their deposits in a 
bank that is a member of the Federal Reserve 
System.” 
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INSTITUTE CHAPTERGRAMS 


REPORT OF COUNCILMAN KANE 


STANDARD STUDY 
CLASSES 


Commercial Law..... 


CHAPTERS 
Boston 


MEMBERS 
092 —33 


HARTFORD Banks and Banking.. 


Banks and Banking.. 
Commercial Law..... 
Banks and Banking.. 


‘WORCESTER Not yet arranged..... 
No reports from Springfield or Waterbury. 


MISCELLANEOUS 


Classes are also conducted 
Transfers. 
Worcester. 

A Post Graduate Class is also conducted, likewise a 
Forum. Annual Banquet. Preparing for debate 
with New York. Thrift Work. 

Preparing for Annual Banquet. 


in Economics and Stock 
Co-operated in forming new chapter in 


Classes are also conducted in English and letter-writing. 
Open meeting. Motion pictures “Black Art.” 
New chapter organized. 


REPORT OF COUNCILMAN BALL 


STANDARD StTupDY 
CLASSES 


and 


CHAPTERS MEMBERS 


ROCK. 120 Loans Invest- 
ments 

Panks and Banking.. 

Banks and Banking.. 

Commercial Law..... 


LOUISVILLE 
Sr. 


No report from Memphis. 


MISCELLANEOUS 


Planning supplementary course. 
Classes are also conducted in public speaking, foreign 
exchange and junior work. ‘Annual banquet in May. 


REPORT OF COUNCILMAN RUBECAMP 


STANDARD STUDY 
CLASSES 
Commercial Law..... 
Negotiable Instru- 
ments 
3anks and Banking.. 
Loans and . Invest- 
ments 
Loans 
ments 
Commercial Law..... 
Banks and Banking.. 
Negotiable Instru- 
ments 
Loans 
ments 
Banks and Banking.. 


CHAPTERS MEMBERS 


CHICAGO 


GrRaND RapPIDS....... 15 
INDIANAPOLIS 
MILWAUKEE ........ 


and _ Invest- 


Loans and _ Invest- 
ments 
Negotiable 


ments 
No report from Eau Claire. 


Instru- 


MISCELLANEOUS 
Classes are also conducted in English and foreign trade. 
Open meeting. Address “The Economics of Foreign 
Trade.” Debate with Milwaukee chapter. 


Classes are also conducted in public speaking and de- 
bating. Annual banquet. 
Planning for banquet. 


Debate with Chicago chapter. 


Open meeting. Motion pictures “Black Art.’ 
machine contest. 

A class is also conducted in public speaking. 
meeting. Talk on “Federal Land Bank.” 
machine contest. 


Adding 


Open 
Adding 


REPORT OF COUNCILMAN CHENEY 


STANDARD STUDY 
CLASSES 


Commercial Law..... 
Negotiable Instru- 
ments 

Commercial Law..... 
Negotiable Instru- 
ments 
Banks and Banking.. 
Loans and _ Invest- 

ments 

Negotiable 
ments 
Commercial Law..... 


CHAPTERS MEMBERS 


Instru- 


MISCELLANEOUS 


Preparing for 1917 convention of the A. I. B. 
Debate. 


Open meeting. 


A class is also conducted in public speaking. 


NEw HAVEN..........205 
PITTQFIBELD OD 
MINNEAPOLIS ....... 457 — 1 
i Des MOINEs......... 178 
q Kansas Ciry........ 307 + 1 
i 
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CHAPTERS 
CINCINNATI 


CLEVELAND 
DaYTON 


WHEELING ...... 


CHAPTERS 
LANCASTER 


REPORT OF COUNCILMAN HEBRANK 


STANDARD STUDY 
MEMBERS CLASSES MISCELLANEOUS 


Banks and Banking.. Classes are also conducted in elementary banking and 

Commercial Law..... public speaking. Open meeting. Annual banquet 
in May. 

Banks and Banking.. Two open meetings. Bowling league. 

Commercial Law..... Open meeting. Annual election. Basketball. 

Banks and Banking.. 

Commercial Law..... Classes are also conducted in accounting, corporation 

Negotiable Instru- finance, foreign trade and debate. Annual banquet 
best in chapter history. Basketball. Hike to coun- 
try. 

Banks and Banking... Open meeting. Trip through Ford plant. Bowling. 

. Commercial Law..... Basketball. A 
Banks and Banking... A class is also conducted in public speaking. Adding 
Commercial Law..... machine contest. 


REPORT OF COUNCILMAN NICKERT 


STANDARD STuDY 
CLASSES MISCELLANEOUS 


Not yet arranged.... Chapter organized March 16. 


PHILADELPHIA .......1466 +21 Banks and Banking.. Classes are also conducted in Trust Companies and 


ScRANTON 


WILKESBARRE” ....... 


CHAPTERS 


ALBANY 
BUFFALO 


ROCHESTER 


SYRACUSE 


CHAPTERS 
DuLutH 


Negotiable Instru- public speaking and debate. Open meeting. Addresses 
on “Acceptances” and “Life Insurance as a Factor 
in the Business World.” Discussion on “The Finan- 
cing of a Real Estate Operation.” Membership 
contest continues. Annual banquet largest and best 
in chapter history. 

Loans and Invest- Annual meeting. Officers and delegates nominated. 

ments 
23 Commercial Law..... 


REPORT OF COUNCILMAN RATTRAY 


STANDARD STUDY 
MEMBERS CLASSES MISCELLANEOUS 
219 — 2 Banks and Banking.. Annual banquet. 
135 — 3 Loans and Invest- Classes are also conducted in Elementary banking, 
business correspondence, Spanish, public speaking 
and debating. Lecture before chapter forum on 
“New York Stock Exchange.” Debate with Pitts- 
burgh arranged for April 19 at Pittsburgh. 
Negotiable Instru- Classes are also conducted in credits and loans, ele- 
mentary banking, business English, public speaking, 
debating, memory training, foreign trade, advanced 
accounting, mental arithmetic, and Spanish. An- 
nual Forum dinner held March 21. 
Banks and Banking.. Classes are also conducted in English and public 
gpeaking. 
Banks and Banking.. Classes are also conducted in commercial and industrial 
Loans and _  Invest- geography and public speaking. Annual debate 
ments with Utica chapter. 
Banks and Banking.. Won annual debate with Syracuse chapter on “Re- 
solved, that Federal Reserve Notes should be 
countéd as reserve by Member Banks.” 


REPORT OF COUNCILMAN MAC MICHAEL 


STANDARD STUDY 
MEMBERS CLASSES MISCELLANEOUS 


40 A class is conducted in credits. Dance and dinner. 

41 — 1 Banks and Banking.. Membership campaign. 

357 + 4 Banks and Banking.. A class is also conducted in accounting. Lecture on 
“Foreign Trade.” Illustrated lecture on the “Ac- 
tivity and Glory of the American Red Cross in 
Belgium.” Two trips through industrial plants. 

271 Commercial Law..... 

Negotiable Instru- 
ments 

75 — 1 Banks and Banking.. 

84 Banks and Banking... Two open meetings. Illustrated lecture on “Stalking the 
Forger.” Talks on “Mortgage Loans” and “Credit 
Information.” 


No report from Grand Forks. 


| 
wee 
PITTSBURG ........-- 897 —10 
200 
es... . 75 | 
| 
MEMBERS | 
74 
| 
| 
: 
GREAT 
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REPORT OF COUNCILMAN NEWELL | 


STOCKTON ..... 


CHAPTERS 
AUSTIN 


San ANTONIO. 


Waco 


CHAPTERS 
ATLANTA 


BIRMINGHAM ........ 


CHAPTERS 


BALTIMORE 
CHARLESTON 


CoLU MBIA 
RALEIGH 


WASHINGTON 


69 


MEMBERS 
33 —15 


38 
60 + 2 


STANDARD STUDY 
CLASSES 


and Banking.. 
and Banking.. 
and Banking.. 
and. Banking... 
Banks and Banking.. 
Banks and Banking.. 
Commercial Law..... 


Banks 
Banks 
Banks 
Banks 


Banks and Banking... 


STranparRp StTupDY 
CLASSES 


Negotiable 
ments 
Loans 
ments 
Loans 
ments 
Banks and Banking.. 
Negotiable Instru- 


Instru- 


and  Invest- 


and Invest- 


Negotiable Instru- 
ments 


STANDARD STUDY 
CLASSES 


Loans and _ Invest- 
ments 

Commercial Law..... 

Negotiable Instru- 
ments 

Banks and Banking... 

Loans and _ Invest- 
ments 

Loans 
ments 

Loans and 
ments 

Banks and Banking.. 

Loans and_ Invest- 
ments 

Banks and Banking.. 


and Invest- 


Banks and Banking.. 
Loans and _ Invest- 
ments 
Commercial 
Negotiable 


Instru- 


MISCELLANEOUS 
Starting chapter library. 
Two open meetings. Adding machine contest. 
Membership campaign. Annual banquet. 


Two open meetings. 

Classes are also conducted in accounting, public speak- 
ing, English, French and Spanish. Two open meet- 
ings. Trip through industrial plant. 


REPORT OF COUNCILMAN BECKLEY 


MISCELLANEOUS 


Classes are also conducted in public speaking and de- 
bating. 


Planning to observe thrift day. 


Expect 12 students to take final examination 


REPORT OF COUNCILMAN HECHT 


MISCELLANEOUS 


Organizing baseball team. 


Annual debate with Nashville chapter. 


General meeting with talk on Federal Reserve System. 


Classes are also conducted in public speaking and post 
graduate work. 


Class is also conducted in elementary banking. 


REPORT OF COUNCILMAN DEVEREUX 


MEMBERS 


662 — 7 


5—1 


. 516 +68 


STANDARD STuDY 
CLASSES 


Banks and Banking.. 

Loans and _ Invest- 
ments 

Commercial Law..... 

Banks and Banking.. 

Banks and Banking... 

Commercial Law,.... 


Banks and Banking.. 


MISCELLANEOUS 
A class is also conducted in accounting. 


Classes are also conducted in elementary banking and 

public speaking. 
Classes are also conducted in elementary Spanish, pub- 
lic speaking, junior work and post graduate work. 


CHAPTERS MEMBERS 
j Los ANGELES........ 493 — 9 
OAKLAND ........... 192 — 6 
i SACREMENTO ........ 126 
a Satt LaKE CitTy..... 148 
: San FRancisco......1165 +31 
Fort WorTH........ 70 — 9 
Loans and Invest- 
| 
q 140 
| CHATTANOOGA ....... 106 + 8 ee 
JACKSONVILLE ....... 43 + 8 
New ORLEANS....... 271 —18 ee 
q SAVANNAH .......... 31 
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GORBY FOR INSTITUTE PRESIDENT 


EDITOR JOURNAL-BULLETIN: John W. Gorby of 
Chicago is a candidate for the presidency of the 
American Institute of Banking. At the meeting of 
the board of directors of Chicago Chapter on March 
18, the following resolution was passed unanimous- 
ly, and at a general meeting of the Chapter held 
the same date, the action of the board was endorsed, 
also unanimously: 


“Whereas, John W. Gorby has declared himself 
a candidate for President of the American Institute 
of Banking, and 

“Whereas, his record in Chicago Chapter has 
been such as to convince our entire membership of 
his ability to fill this high position with credit, not 
only to Chicago Chapter, but to all other Chapters 
as well, therefore, be it 

“Resolved, That we, the members of the Board 
of Directors of Chicago Chapter of the American 
Institute of Banking, hereby pledge ourselves to 
support his candidacy and to do everything in our 
power to secure his election.” 

Mr. Gorby is an Institute graduate. He is a 
past-president of Chicago Chapter, and has also 
served as vice-president and as a director, but his 
outstanding claim to distinction is the success of the 
local endowment fund. The idea was conceived by 
Mr. Gorby and through his efforts the leading banks 
of the city and some of the smaller ones pledged 
themselves to create a fund which should perma- 
nently insure the continuance of effective educa- 
tional work by Chicago Chapter. 

Mr. Gorby, vice-president of the Central Manu- 
facturing District Bank, is a speaker of marked 
ability, a man of legal training, and one whom 
Chicago Chapter can conscientiously ask its friends 
to support. CHICAGO CHAPTER. 


BUFFALO CHAPTER 


Perhaps the most important event in our Chap- 
ter activities was our Annual Banquet held on 
Saturday night, February 10, at the Hotel Statler, 
and it was a distinct success. Our President, God- 
frey F. Berger, Jr., was toastmaster, and the prin- 
cipal speakers were David C. Wills, Chairman of 
the Board and Federal Reserve Agent of the F'ed- 
eral Reserve Bank, Cleveland, O., and W. R. Moss, 
prominent Chicago lawyer and banker. Mr. Moss 
spoke in the place of John J. Arnold, vice-president 
of the First Natoinal Bank, Chicago, who was un- 
able to be present because of the intense official 
situation at the time. Mr. Moss told of the trouble 
Chicago has had with the private bankers because 
they seemed to take advantage of the ignorant for- 
eigners there. He spoke of the changes in the bank- 
ing business that have come about during the past 
fifty years, and declared that the attitude of aloof- 
ness characteristic of the banker of old had almost 


entirely disappeared, and in its place has come an 
understanding of the need of the banker for the 
business man and vice versa. His advice to the 


young men who aspired to be bankers some day 
was to broaden themselves and try to find out as 
much as possible what the other fellow needs. 
Arthur A. White, President of Syracuse Chap- 
ter, and Fay E. Wright, President of Rochester 
Chapter, were guests. 


Louis W. ENSLIN. 


LANCASTER CHAPTER 

A new Chapter was organized in Lancaster, Pa., 
on Friday evening, March 16. Following a visit to 
Philadelphia Chapter, with the object in view of 
seeing a Chapter in operation, several Lancaster 
men formed a committee of eleven, representing 
banks in Lancaster and vicinity, to prepare plans 
for organizing a chapter. A list of bank employees 
in the entire county was secured and a letter was 
sent to each man calling attention to the work of 
the A. I. B. and inviting him to the preliminary 
meeting. The result was a gathering of about one 
hundred and fifty men in the auditorium of the 
Y. M. C. A. The meeting was called to order by 
Ira H. Bare of the Fulton National Bank. Walter 
A. Gilbert was appointed temporary Chairman, and 
Warren S. Rehm of the Northern Trust & Savings 
Bank, temporary Secretary. Mr. Gilbert explained 
the purpose of the meeting and introduced Wm. S. 
Evans, Wm. A. Nickert and 0. Howard Wolfe, all 
of Philadelphia Chapter, who related the early his- 
tory and development of the Institute, the educa- 
tional work that it is doing, and the difficulties to be 
overcome and. the pitfalls to avoid in maintaining a 
chapter. The men present were given opportunity 
to question the speakers, and the various points were 
further discussed. Membership application cards 
had been supplied, and when given the opportunity 
to do so, 74 men presented their applications 
with their first payments of dues. The chairman 
was authorized to appoint an “Organization Com- 
mittee” and a “Nominating Committee,” and report 
at the subsequent meeting. It is interesting to know 
that Lancaster is situated in the richest agricultural 
county in the United States, and is closely linked 
with the surrounding towns by admirable trolley 
service. The chapter is designed to include all bank 
men within the borders of Lancaster County and 
from the earnest and’ businesslike manner in which 
its organization has been handled so far, the indi- 
cations are that its permanency and success are 
assured. 


SPOKANE CHAPTER 


An open meeting of Spokane Chapter was held 
Friday, February 16, the principal feature being a 
debate on the subject, “Resolved, that Congress 
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should pass laws requiring the compulsory arbitra- 
tion of all labor disputes of national importance.” 
Fred Essig of the Spokane & Eastern Trust Co. and 
H. M. Sanders of the Fidelity National Bank upheld 
the affirmative, while Jos. A. Miller and Fred F. 
Van Liew, both of the Old National Bank, took the 
opposing stand. Basing the decision on the basis 
of the facts presented, the judges decided in favor 
of the affirmative. The evening’s meeting closed 
with a smoker. : 
The dinner meetings of the Economic Forum 
are being well attended, arrangements having been 
made with the University Club to hold all future 
meetings at their commodious rooms. Recent meet- 
ings have been as follows: February 13: “The Bills 
before the State Legislature,” F. S. McWilliams; 
“The Bills before Congress,” F. B. Peach. Febru- 
ary 27: “Economic European Alliances after the 
War,” E. B. Braden. March 18: “The Pros and 
Cons of Municipal Ownership of Public Utilities.” 
While not a debate, opposing viewpoints were taken 
by the speakers, Arthur C. Hedlund speaking in 
favor of municipal ownership, R. B. Stitzer arguing 
against it. March 27: “Some Economic Aspects of 
Medicine,” Dr. X. L. Anthony. J. H. TATscH. 


CHICAGO CHAPTER 


Jas. I. Ennis is just beginning a course of ten 
lectures in “Negotiable Instruments,” which Chicago 
Chapter members are finding valuable. The foreign 
trade course being conducted under the auspices of 
Chicago Chapter is very well attended and extremely 
popular. At the meeting of March 2 John J. Arnold 
spoke on “The Economics of Foreign Trade.” The 
special speaker for the meeting of March 9, 1917, 
was Mr. Von Motz, who has recently returned from 
South America, and spoke upon industrial conditions 
in South American countries. At this meeting Mr. 
Chan, a member of the class, addressed his fellow 
students, imparting some interesting information re- 
garding his native land—China. About forty Mil- 
waukeeans were guests of the Chicago Chapter up- 
on the occasion of the annual inter-chapter debate. 
The subject was: “Resolved, That the United States 
of America adopt a system of compulsory universal 
military training,” and Chicago Chapter had the 
affirmative. It being the first inter-city debate in 
Chicago for seven years, we were especially anxious 
to win, but the fates, or rather the judges, ordained 
otherwise—the decision being two to one in favor 
of the negative. The second general meeting for 
March was the occasion of an illustrated lecture by 
L. O. Armstrong on “Industrial Canada.” The 
lecturer spirited us rapidly from the eastern coast 
clear across the continent to Vancouver in less than 
two hours. RALEIGH E. Ross. 


PROMOTIONS IN SAN FRANCISCO 


It is with pleasure that San Francisco an- 
nounces the recent promotion of our President, John 
Clausen. Ata recent meeting of the directors of the 
Crocker National Bank, Mr. Clausen was elected to 
the position of vice-president, together with J. B. 
McCarger and Wellington Gregg, Jr. This signal 
honor has come to Mr. Clausen after a year of hard 
work in Institute affairs and all of us who know of 
his unflagging enthusiasm, his hardy vigor and un- 
flinching energy during this past year in Chapter 
work, feel certain that our president will, in his 
new position, more than make a big mark for him- 
self. When we look back and see that through the 
unflagging efforts of our president, San Francisco 
Chapter has risen from a membership of 650 to the 
present 1,165, when we realize that Chaptet work 
in San Francisco has been stimulated as never be- 
fore, and when we see each day the splendid resuits 
which have been produced this year, it makes all 
glad that we have had such a man at our head. 
Then when his bank has paid him this splendid 
tribute to his capabilities, we are unanimous in feel- 
ing that the directors acted wisely in their selection. 
We know that Mr. Clausen, in his new capacity, will 
exercise the same skill, the same zeal, the same 
abounding enthusiasm, which has always character- 
ized his work in the chapter and in so doing will 
be a splendid acquisition to the officials of his bank. 
To a man San Francisco Chapter is glad of this 
honor which has been bestowed upon our president. 
Other Chapter members to jump into the limelight 
during the past month have been C. H. McCormick 
and Geo. A. Kennedy, both of whom were elected to 
a vice-presidency in the First National Bank of 
San Francisco, and Daniel Murphy and F. G. 
Willis of the Crocker National Bank, who were 
created assistant cashiers. Our Vice-President, 
Victor Klinker, had demonstrated to him the esteem 
held for him by his bank when he was recently put 
in charge of the credit department of the Anglo & 
London Paris National Bank. W. F. GABRIEL. 


OAKLAND CHAPTER 


The class in banking is drawing to its close 
with about 75 per cent. of the original enrollment 
still industriously attending meetings and subject- 
ing Dr. Cross to something akin to a cross examina- 
tion at each lecture. Each member of the class has 
been furnished with a list of questions prepared 
by Dr. Cross from which the examination questions 
will be selected. Judging from available informa- 
tion the class is seriously studying these questions 
and it is hoped that the entire class will take the 
examinations. The campaign for new members 
which began with the inauguration of this class has 
to date been productive of forty-five new names on 
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our rolls. One of the most important phases of 
modern development in railroad and public utility 
service was intimately discussed for Oakland Chap- 
ter on March 15, by Max Thelen, president of the 
Railroad Commission of the State of California. 
The California Commission has pioneered consider- 
ably in the regulation of railroad and public service 
corporations and Mr. Thelen’s portrayal of the 
labors of that body was a revelation that was heard 
with rapt attention by an audience which filled the 
chapter rooms. Wo. R. WARD. 


CINCINNATI CHAPTER 


The advantage of membership in Cincinnati 
Chapter was very evident last month when the op- 
portunity was presented to hear William P. Sherer, 
president of the First National Bank of Zanesville, 
lecture upon “Credits, Statements and Balances.” 
Mr. Sharer made a very logical presentation of his 
subject in a mar. _r so that it was very easy to 
analyze statements of a very simple*nature to those 
in which complex problems were presented. As 
usual, the most important part of the lecture was in 
the discussion where all forms of statements were 
presented for analysis. Mr. Sharer’s explanations 
as to the investment of funds in commercial paper 
through brokers was very instructive. His lecture 


was one of the most profitable lectures ever pre- 
sented to Cincinnati Chapter. 


WILLIAM BEISER. 


SAN FRANCISCO CHAPTER 

On Friday evening, March 9, Dr. Barrows of 
the University of California delivered the third of 
his six lectures on War Finance, using as his sub- 
ject, “The Effects of the Present War on Industry: 
Government Regulation of Industry During the 
Present War.” On that night over 350 bankers of 
San Francisco, including many officials, gathered to 
listen to Dr. Barrows’ discourse on this interesting 
subject. Dr. Barrows said Great Britain was spend- 
ing $25,000,000 daily on the upkeep of her military 
forces. He further stated that a nation could spend 
one-third of her national resources, which .in the 
case of Great Britain is about $60,000,000,000. Up 
to the present time she has spent nearly her one- 
third share and it is believed that economically, the 
war will have to soon stop. March 23, Dr. Barrows 
delivered the fourth of his War Finance Lectures, 
using as his subject, “The Military and Naval Ex- 
penses of the United States.” 

With our membership up to 1,165, the member- 
ship committee are promulgating a membership 
campaign designed to increase our rolls to 1,250. We 
are striving to become the second largest Chapter in 
the United States and by the end of 1917 fully ex- 
sect to realize our expectations. W. IF’. GABRIEL. 


SYRACUSE CHAPTER 


The activities of Syracuse Chapter for the pres 
ent year have demonstrated two important facts. 

First—the bank men are hungering for the 
knowledge that will fit them for the positions 
“higher up.” This in itself justifies the existence of 
the Chapter. Collateral to this there is the ap- 
parent desire to be able to seize opportunity when 
presented. 

Secondly—the Chapter, under the direction and 
guidance of our able president, A. A. White, has 
provided a course which has been unequalled in the 
history of the Chapter. 

The course in Commercial and Industrial Geo- 
graphy was well taken and consisted of fifteen lec- 
tures. The “Banks and Banking” class had the ad- 
vantage of twenty-six lectures given by specialists. 
In addition, the special features have added much 
zest to the year’s work. 

James Morton, Jr., of Los Angeles, who is a 
capitalist, and Mr. Brown, representative of the 
Single Tax League of New York, gave special lec- 
tures elucidating methods of raising revenue. 

The debate work has been conducted in an at- 
tractive manner. The year’s work culminated in a 
debate with Utica Chapter upon the subject, “Re- 
solved that Federal reserve notes should be al- 
lowed to be counted as reserve by member banks.” 
Utica was given the decision—taking the affirma- 
tive of the question. R. B. PorTER. 


WORCESTER ORGANIZING 


In furtherance of the unanimous desire among 
the Worcester banking men that an A. I. B. chapter 
be established in Worcester, a meeting of approxi- 
mately 100 bank men representing the various banks 
and brokerage concerns, was held in Board of Trade 
Hall, Wednesday evening, March 7. Frederic B. 
Washburn, treasurer of the Worcester Five Cents 
Savings Bank, was elected temporary Chairman, 
and called the meeting to order. Frederick S. 
Parker was appointed temporary Secretary. After 
introductory remarks by Mr. Washburn, George E. 
Allen, Educational Director of the A. I. B., gave 
an explanation of the work of the Institute, and the 
benefits to be derived therefrom. At the close of 
his address Mr. Allen answered questions of those 
present. The Chairman then introduced Mr. Rath- 
bone, President of Boston Chapter, who spoke of the 
work and good results accomplished. At the con- 
clusion of his address, Mr. Rathbone answered ques- 
tions in regard to the Boston Chapter. The Chair- 
man then introduced Clarence A. Evans, vice-presi- 
dent of the Merchants National Bank, who asked 
for a vote, to be signified by the raising of the right 
hand, on the advisability of organizing a Chapter 
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in Worcester. The vote being unanimous, it was 

then voted to adjourn until the temporary Chairman 

had appointed a committee to elect officers. 
FREDERICK S. PARKER. 


SAN ANTONIO CHAPTER 


Our class has shown an unusual amount of in- 
terest in the study of “Loans and Investments.” 
Our average attendance has remained about the 
same for the past few months and we expect to 
have at least twelve men prepared to take the final 
examinations. We consider this a very favorable 
result as compared with previous years and the 
regular attendance and interest shown by the active 
members seem to indicate that they are after an In- 
stitute certificate and are willing to pay the price 
to get it. 


ST. PAUL CHAPTER 


At the last dinner we had as speaker Dr. W. 
Dana Durand of the Minnesota College of Agricul- 
ture, who gave a very instructive talk on the “Fed- 
eral Land Bank.” There was a large “turn out” of 
bank officers who took part in the open discussion 
after Dr. Durand’s talk. March 3 the Annual Inter- 
City contest between St. Paul and Minneapolis 
Chapters was held in the First and Security Na- 
tional Bank lobby at Minneapolis. There were con- 
tests in adding machine, transit machine, statement 
machine, money counting, mental addition and check 
writing machine. Valuable prizes were offered in 
each contest. 


BALTIMORE CHAPTER 


Baltimore Chapter held its annual banquet for 
1917 at the Hotel Belvidere on the evening of March 
17. A very satisfactory program was arranged 
and a large number of members and guests were 
present—about 450 in all. President Hilary W. 
Lucke briefly reviewed the events of the past year 
and told what had been accomplished and what 
still remained to be done before this year’s en- 
deavors come to an end. He was followed by the 
Rev. Hugh A. Monaghan, whose subject was “The 
Relation of Banking Principles to Peace,” which 
was an eloquent plea for the infusing of new ideas 
into the general life of the people. Mayor James 
E. Preston spoke for a few moments, and during 
the course of his short speech said a great many 
fine things about the chapter and its ideals. The 
principal speaker of the evening was George E. 
Roberts, assistant to the president of the National 
City Bank of New York. The subject of his address 
was, “Business After the War,” a subject which, 


as Mr. Roberts said at the beginning of his talk, is 
most interesting and at the same time most illusive. 
But if anybody is entitled to express his ideas pub- 
licly on that engrossing subject, Mr. Roberts is 
certainly that man; and we were very much inter- 
ested in what he had to say. Mr. Roberts is not one 
of those who foresee calamity as an after war effect 
but at the same time he does not expect that the 
country will enjoy the same degree of prosperity as 
at present, unless we are prepared to take certain 
steps to increase production, extend credit to foreign 
countries, make an extensive effort to augment our 
capacity successfully to engage in foreign trade—in 
short to bring about a general “speeding up” as 
he described it, in industry and in business. His 
ideas upon the war financing of the Allies, their 
loans in this country and at home and the resulting 
effect upon taxation in the years to come were il- 
luminating. According to Mr. Roberts, the immense 
sums expended and to be expended will not really 
be a burden to the several countries, because the 
capital thereby employed and created by the interest 
on the indebtedness will quite satisfactorily offset 
the effect of higher taxation. GEORGE G. REQUARD. 


WASHINGTON CHAPTER 

The fourteenth annual banquet of Washington 
Chapter, which was held at the New Willard Hotel 
on Saturday evening, March 24, was a fitting climax 
of the best year in the history of our organization. 
Not only were the banking fraternity there in qual- 
ity and quantity, but many prominent men in the 
professional, business, military and civic life of 
Washington were also present. One of the most 
striking announcements made was by Roy L. Neu- 
hauser, president of Washington Chapter, who 
stated that the chapter had organized a military 
company for the defense of the National Capitol 
with more than 100 members. Mr. Neuhauser said: 
“The better equipped the bankers of a belligerent 
country the more liable is that country to be vic- 
torious. Thus the great work that is being done by 
the American Institute of Banking from the lakes 
to the gulf lies in preparing 22,000 young American 
bankers not only to become better citizens and busi- 
ness men, but to be prepared effectively to do their 
part in keeping these United States, whether in 
peace or war, the foremost nation on the globe.” 
Captain Granville Fortesque, U. S. A., who has been 
a military observer with three armies in Europe, 
was introduced by Claude S. Bennett, the toast- 
master, as the next speaker. Capt. Fortesque said: 
“On your shoulders will fall the first burden of this 
war. Your trust is in the young men, such men as 
have enlisted in your military company. They will 
be looking for such men in our army, which I hope 
will be made up of the whole citizenship of the 
United States. It is the second lieutenant who is 
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the backbone of the army. He shows the spirit, he 
lives up to the ideals and by his own spirit makes 
the spirit of his company.” Other prominent speak- 
ers were Major Robert U. Patterson, U. S. A., di- 
rector of military relief of the American Red Cross, 
and Rev. Dr. James Shera Montgomery. George E. 
Allen, Educational Director of the Institute, also 
spoke. More than 500 were present. 

Moses McGINNIS. 


MOBILE CHAPTER 
Mobile Chapter has been quite active in its 
study course and a great deal of interest is evi- 
denced by the members of the'class, which numbers 
twenty-four. We have not taken up any features 
outside of the regular study course, but hope to do 
so in the near future. C. E. Boyp. 


NEW YORK CHAPTER 


The results of the mid-term examinations in 
the regular courses show a high percentage in the 
number of students who passed—94 per cent. in the 
elementary, 87 per cent. in the first year, and 80 per 
cent in the second year. This record is considered 
excellent by the educational committee in view of 
the high standard to which these courses have been 
raised. Another satisfactory result was obtained in 
the recently completed series of “Memory Training” 
lectures. This course supplied a long felt want and 
was very well attended. When the returns of the 
“Spring Drive” for new members were all in, the 
committee had advanced our numbers. to over 2,300. 
Mr. F. M. Totton, our Chief Consul, who conducted 
this campaign, apparently profited by his military 
experience, recently gained by a five months’ so- 
journ on the border. On March 21 over 200 mem- 
bers attended the Forum dinner held at the Hotel 
McAlpin. This was a highly successful occasion 
and there were a number of interesting speeches, 
mainly concerning Chapter work and Preparedness. 
At the last meeting of the Forum, held April 4, 
S. R. Wagel made an address on “The New Powers 
of Exchange.” An informal dance is to be held at 
the Hotel McAlpin on April 14. On April 18 we are 
to be given a real treat in the form of a lecture by 
William J. Burns, followed by the photoplay, “‘Mod- 
ern Black Art.” According to the reports, this 
picture is of great interest to all bank men. April 
25 will find our debating team invading Hartford. 
The subject for this debate will be determined later. 
We take pleasure in announcing that our President, 
J. A. Seaborg, formerly with the Bankers Trust 
Company, has now become associated with the Mer- 
cantile Bank of the Americas, of this city. Mr. Sea- 
borg has a host of friends throughout the Institute 
and we are sure they will join us in wishing him 
success. The National Bank of Commerce has just 
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created the new office of “Special Examiner” and 
we are glad to learn of the appointment of a promi- 
nent Chapter man, A. F. Johnson, to fill this 
position. W. F. WILSON. 


ATLANTA CHAPTER 

Atlanta Chapter is prpgressing nicely. We are 
well under way with “Loans and Investments,” and 
the attendance is good. We are pleased to announce 
this month the following promotions from among 
our membership: J. W. Speas, who is president of 
the Atlanta Chapter, as assistant trust officer of the 
Trust Company of Georgia; Albert Pritchard, as 
assistant secretary and treasurer, of the Trust Com- 
pany of Georgia; William Niller, as manager of the 
bond department of the Trust Company of Georgia. 

J. A. BANKSTON. 


HARTFORD CHAPTER 

The fifteenth annual banquet of the Chapter 
was held at the Allyn House on Tuesday evening, 
March 6, and judging by the comments of those who 
attended this important event of our chapter year, 
it was the best ever. One hundred and twenty-seven 
men sat down to do justice to the finest meal that 
the chef of that establishment has ever prepared 
for a chapter dinner, and if he had been around 
when the boys were sampling his handiwork he 
would not have had to ask them if they were enjoy- 
ing it, for their satisfied look told the whole story. 
Our. president, Calvin C. Bolles, started the after- 
dinner speaking by giving a brief history of what 
we have accomplished this year in chapter work and 
what there remains to be done before the season’s 
work is finished. He then presented to Elbert L. 
Weaver, representative of the Phoenix National 
Bank bowling team the silver cup for winning first 
place in the bowling league this year. This team 
now owns the cup, as they also won it last year. 
We were then treated to some fine singing by the 
members of thé orchestra, who demonstrated that 
they could sing as well as play. The first speaker 
cf the evening was A. J. Simons, assistant general 
passenger agent of the Lehigh Valley Railroad Com- 
pany, who spoke on the timely subject, “Efficiency 
Through Courtesy.” His address summed up into 
one sentence would be: “Courtesy is the ‘irst prin- 
ciple of efficiency, and should be classed as a habit 
and not as a subject.” Hon. Frank E. Healy, 
speaker of the House of Representatives, gave us an 
inspiring address on “Connecticut,” also bringing in 
a little preparedness talk, which was well received 
by his audience. Following right into the last words 
of the previous speaker, Dr. John Calvin Goddard 
took up the national crisis subject in his theme, 
“How to Get More Interest.” George E. Allen spoke 
a few words on Institute work. To the banquet 
committee, composed of Allen H. Newton, chair- 
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man; Harold C. Alvord and William J. Reid, and to 
our president, much credit is due for this successful 
banquet. Victor I. NEILSON. 


ST. LOUIS CHAPTER 

St. Louis Chapter is about to close its season’s 
work in the different classes, having had under the 
guidance of Chas. A. Schacht, our president, one 
of the most successful years along educational lines 
in the history of the chapter. There were at least 
two class meetings each week throughout the season 
and often there would be a class meeting each night 
of the week and a general meeting each month. The 
attendance shows that the chapter members did not 
fail to avail themselves of the splendid opportunity 
of gaining more knowledge of their chosen line of 
business so essential to each individual in climbing 
the long and stony hill to success. Our nominating 
committee has prepared a slate of the candidates 
for offices to be chosen at our annual election next 
month and at present our great politicians are busy 
working for their favorite candidates. We have 
still before us the final test in the subject of “Banks 
and Banking,” which will show*the results of our 
season’s work in a subject; which-‘means a great deal 
to many of our members, as out of about forty who 
will take the examination thirty have a 50 per cent. 
credit in the study of “Commercial Law,” and they 
are all anxious to hold a certificate. Our annual 
banquet in May will close our season’s work and we 
hope to announce that we will have thirty more 
certificate holders to add to our list. Our new offi- 
cers will be installed at the banquet and we all look 
forward to a splendid windup. 


PHILADELPHIA CHAPTER 


The most brilliant dinner which the Phila- 
delphia Chapter has yet given was held in the 
Bellevue-Stratford on the evening of March 10. 
Members of the chapter and their guests made up a 
company of a thousand men. Two very remarkable 
addresses were delivered. The speakers seemed to 
be inspired by the occasion, and were at the top 
notch of their great ability. W. S. Kies, of the 
National City Bank of New York, held the very 
close attention of his audience while he spoke of 
our position in the business and financial world im- 
mediately following the war. His talk was calcu- 
lated to make men think. George Wharton Pepper, 
Esq., prominent member of the Philadelphia Bar, 
and Pennsylvania’s leading advocate of prepared- 
ness and military training for defense, made one of 
the most soul-stirring appeals which men hear in a 
life-time. Carefully but quickly reviewing the 
foundation principles on which this republic was 
founded, he showed that the great. world war is of 
vital importance to us now that not only the ex- 
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tension of these principles, but their very existence, 
is at stake. In his deeply impressive manner, Mr. 
Pepper was most convincing when he showed that it 
is of the very essence of our existence that demo- 
cratic tendencies should prevail throughout the 
world, and that the world can not exist half slave 
and half free. In a very happy speech E. G. Mc- 
William told of the progress of the Institute during 
the past year and of his well-founded hopes for the 
immediate future. In a kindly manner he placed 
Philadelphia Chapter in the forefront of the Na- 
tional Institute work. Our own President, Norman 
T. Hayes, in a few well-chosen words set forth the 
activities and successes of the chapter during the 
last year in the educational line. He stated that 
our advanced work in the establishment of a four- 
year course is eminently satisfactory. Mr. William 
A. Law, president of the First National Bank, was 
the toastmaster for the evening. The two hundred 
ladies who were the guests of the chapter that 
evening were entertained in an adjoining room. 
They were ushered into the balconies during the 
speeches and were present at the dance in the clover 
room at the close of the banquet. The Glee Club of 
Philadelphia Chapter will hold its concert and ladies’ 
night on April 21. The second annual public speak- 
ing contest will take place on April 20. The educa- 
tional and consulate dinner is scheduled for May 12. 
Arrangements are being made for a match debate 
with New York Chapter in May, and another with 
Baltimore Chapter at a later date. 
W. W. ALLEN, JR. 


RALEIGH CHAPTER 
Raleigh Chapter, though getting started only 
in December, has completed the first text-book, 
“Banks and Banking,” and at our next meeting will 


take up “Loans and Investments.” We are hoping 
to finish this book by the end of the first session, 
which will enable us to start on “Commercial Law” 
next fall. This will put us even with the schedule 
and we believe we will be able to keep the schedule 
up from then on. Our attendance is fair. 

G. G. SHERWOOD. 


ALBANY CHAPTER 

Our annual banquet was the feature of the 
chapter interest this month. It was held at the 
Hampton Hotel, Thursday, March 15, with an at- 
tendance of one hundred and eighty members. The 
speakers were E. G. McWilliam, Rev. G. Dugan, 
William G. Rice, Jr., and Senator Wellington. It 
was the most successful in our history. Our mem- 
bership is now two hundred and forty and we hope 
to increase it to two hundred and fifty by April. 
The friends of John H. Trowbridge, discount clerk 
of the Mechanics and Farmers Bank, will be inter- 
ested to learn that he has resigned that position to 
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take a more responsible one in the new business de- 
partment of the Atlantic National Bank, New York 
City. Mr. Trowbridge assumes his new duties 
April 2. 


UTICA CHAPTER 

The work of thé Utica Chapter continues along 
educational lines. During the past month we had 
an open discussion of the Single Tax Proposition. 
James R. Brown of New York City was the prin- 
cipal speaker of the evening. The Thomas R. Proc- 
tor cup, which has been in the possession of Syra- 
cuse Chapter for a year, was returned to us as the 
result of a debate between the two chapters held at 
the Hotel Utica on March 7. The question was, 
“Resolved, That member banks be allowed to count 
Federal reserve notes as reserves.” The decision 
was two to one favoring Utica. The debaters were 
F. P. McGinty, City National Bank; G. Lynn Mar- 
riot, Citizens Trust Company, and Grover C. Clark, 
Utica Trust and Deposit Company for Utica and, 
Robert B. Porter, Trust and Deposit Company of 
Onondago; Merrell Bashore, Salt Springs National 
Bank, and L. Floyd Smith, City Bank of Syracuse 
for Syracuse. The judges were Frank L. Barnes, 
cashier of the National Bank of Syracuse; Professor 
E. W. Goohue, of Colgate, and James J. Feeley, as- 
sistant cashier of the National Hamilton Bank of 
Hamilton. D. Miles Williams of the First National 
Bank of Utica was chairman. The new officers for 
next year as proposed by the nominating committee 
are as follows: President, F. P. McGinty, Ufica City 
National Bank; Vice-President, D. M. Williams, 
First National Bank; Secretary, A. S. Terry, Sav- 
ings Bank of Utica; Treasurer, James A. Smith, 
Utica City National Bank; Librarian, Alfred E. 
Agan, First National Bank. 

GROVER C. CLARK. 


JACKSONVILLE CHAPTER 

The activities of Jacksonville Chapter have been 
confined solely to the study course, the social fea- 
tures having been discontinued. We expect to dis- 
pose of the last chapter of “Loans and Investments” 
at our next meeting; will then spend a few weeks 
reviewing the two volumes, after which we will be 
ready for the examination. JOHN R. HILL. 


SALT LAKE CHAPTER 

Un February 8, Professor T. A. Beal of the 
University of Utah addressed the chapter on the 
subject of “Taxation.” The employees of the 
Walkers Bros. Bank entertained the chapter mem- 
bers on February 18. The spirit of sociability pre- 
vailed and all had a very enjoyable time. No chap- 
_ ter meeting was held February 22, that being Wash- 

ington’s Birthday. LuTzEN BuMA. 
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CHATTANOOGA CHAPTER 

The Chattanooga Chapter defeated the Nash-. 
ville Chapter in their annual debate on Washing- 
ton’s Birthday. This proved to be one of the best 
debates the chapters have ever had. We have ap- 
pointed our public affairs committee, and they are 
working out a program to be carried out here in 
Chattanooga. Along this line, our president, J. H. 
McDowell, addressed the Chattanooga Credit Men’s 
Association recently on “Trade Acceptances.” We 
continue to stress educational work. Our lectures 
are being delivered by T. R. Durham, assistant 
cashier of the Chattanooga Savings Bank, and we 
have the largest class we have had in several years. 
J. H. BROTBECK. 


DALLAS CHAPTER 
Dallas Chapter has completed Part I of the 
banking course and has made an excellent start on 
Part II, “Loans and Investments,” which is being 
found interesting and of value. The good work of 
the public speaking and debating class continues 
each Thursday evening. H. G. BURLEW. 


KANSAS CITY CHAPTER 

Kansas City,Chapter is moving along very suc- 
cessfully this year. The banking classes are having 
unusual interest and a goodly number are expected 
to take the examinations. The “Banks and Bank- 
ing” class is starting on state and government bonds 
and it has been very enjoyable this winter, being 
conducted by three or more members on certain 
assigned subjects each evening. January 17 the 
chapter gave a dance at the Knights of Columbus 
club which was well attended and the social event 
of the season. March 6 Arch. W. Anderson, secre- 
tary of the Federal Reserve Bank at Kansas City, 
replied to the debate, “Resolved that the Federal 
Reserve Banks should be allowed to compete with 
commercial banks to the extent permitted under the 
present provisions of the Act,” in a very gracious 
manner. He showed the policy of the Federal re- 
serve banks to stimulate and create new business, 
rather than take away business from commercial 
banks, ‘ W. E. Estes. 


BOSTON CHAPTER 

The graduates’ industrial trip in February was 
to the plant of the Loose-Wiles Biscuit Company, 
176 Causeway Street, Boston. Here they found a 
most interesting establishment up to the minute in 
every detail. This actually seeing, by bank men, 
where the money that has left the bank has gone 
and what it has done may mean much for future 
business. On the resignation of Thomas E. Eaton 
as assistant treasurer of the New England Trust 
Company, January 31, Raymond Merrill, vice-presi- 
dent of Boston Chapter, was made an assistant 
treasurer, and Chester L. Hearts was given the posi- 
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tion of discount clerk vacated by Mr. Merrill. 
Messrs. Eaton, Merrill and Hearts are all A. I. B. 
men. Chapter smoker was held at Boston City Club 
February 26. James D. Brennan, chief bank ex- 
aminer, talked on “Bank Examinations.” It was a 
friendly talk, for Mr. Brennan knows personally 
most of the Boston bank men. The point strongly 
driven home was that the Federal reserve system is 
wonderful and that all the banks eventually will be 
in it and benefit by it. The committee of five, ap- 
pointed by the president of Boston Chapter to con- 
sider a comprehensive educational program, report 
nothing has been definitely decided yet—a novel 
plan is contemplated and if adopted will be an- 
nounced later. The annual meeting will be held the 
second week in May and Jerome Thralls, Secretary 
of the Clearing House Section will be the speaker. 
At this meeting many proposed changes in the by- 
laws will be voted upon. 
THORNTON O. M. Fay. 


DETROIT CHAPTER 
The “Banks and Banking” class is conducted by 
James Butts of the Union Trust’ Company; public 
speaking and debating by Professor Koehler, of the 
University of Detroit,, and elementary banking by 
F. J. Maurice of the Peoples ‘State Bank. All 
classes held at the Detroit board of commerce rooms. 
The annual banquet was held at the Statler Hotel, 
March 8, with an attendance of 200. Charles Hig- 
gins, vice-president and cashier of the Federal State 
Bank, acted as toastmaster, the speakers were Hon. 
P. J. M. Hally, Circuit Judge in Detroit, whose 
topic was “The Workings of the Supreme Court of 
the United States”; H. G. Jones, whose topic was 
“The Man in the Cage,” and last, but not least, 
Charles N. Wheeler of the Chicago Tribune, whose 
topic was “Preparedness.” We anticipate that our 

membership will be 500 by September. 


DULUTH CHAPTER 

A class on credits is conducted by Mr. Sedg- 
wick of the Marshall-Wells Hardware Co. The at- 
tendance is very good. A dancing party was held 
at the Oatka branch of the Duluth boat club Febru- 
ary 8, for members and lady friends. Dinner was 
served at 6.80, after which the evening was enjoy- 
ably spent in dancing and games. 


PROVIDENCE CHAPTER 

On March 1 we held one of the best meetings, 
in point of attendance and interest, which the 
chapter has had for a number of years. The speak- 
ers were George E. Allen and William J. Burns, 
president of the Burns National Detective Agency. 
Mr. Burns held his audience for more than an hour, 
his subject being ““The Modern Protection of Banks.” 
He told many of his personal experiences in connec- 
tion with the rounding up of counterfeiters and 


forgers. In addition, we were shown, through the 
courtesy of the Todd Protectograph Company, their 
motion picture film, entitled “The Modern Black 
Art of Check Raising.” This picture caused much 
favorable comment, and helped make the evening 
one of pleasure. On March 22, a local business show 
ran an adding machine contest, open to all opera- 
tors of adding machines in the city. The first prize, 
a ten-dollar smoking-stand, went to J. A. Fallows, 
one of our chapter boys; and the second prize, an 
electric lamp, went to another chapter man, M. W. 
Pooler. The regular standard course in “Banks and 
Banking,” and our course in English and letter- 
writing have continued along the usual lines. 
J. H. MARSHALL, 


OMAHA CHAPTER 

There has been no falling off in the interest 
manifested in our chapter work this month. The 
attendance at the law classes continues good, and 
quite a few of the members have signified their in- 
tention of taking the examinations. We are stick- 
ing closely to the text-book on “Negotiable Instru- 
ments” with a view of getting a thorough under- 
standing of the act. The chapter has been busy 
also with special activities. As a result of a very 
successful debate held last month, it was voted to 
challenge Des Moines Chapter to mest with Omaha 
for a trial of oratorical prowess. The challenge has 
been accepted, although arrangements have not yet 
been completed as to the subject or «vhere the event 
will take place. Should Omaha be chosen as the 
place, the contest will be staged on the evening of 
our closing banquet for the year. Arrangements 
have been made to hold our annual smoker this 
month. We will have E. R. Gurney, of the First 
National Bank of Fremont, Nebraska, as the chief 
speaker. Guyer H. Yates, of the U. S. National 
Bank of Omaha, will review our chapter activities 
and tell of the work we are endeavoring to accomp- 
lish along educational lines. 

WILLIAM PHILLIPS. 


PITTSBURGH CHAPTER 

Pittsburgh Chapter activities are still on the up- 
grade. We held this month a monster overflow open 
meeting, which was addressed by A. D. Welton, 
Editor of the JOURNAL-BULLETIN, who spoke on the 
subject, “Public Relations.” To say that Mr. Wel- 
ton’s address was enjoyed is putting it mildly, in- 
deed, it was one of the best that has been delivered 
at Pittsburgh Chapter for a good long period. Mr. 
Welton has the happy faculty of saying a great 
amount in a short space of time, and we do hope 
that he will fill a return engagement soon. Follow- 
ing Mr. Welton’s talk we were entertained by a 
moving picture entitled, “Black Art.” This was 
also very much enjoyed. We are now preparing for 
our annual ladies’ night April 3. The ways and 


gan of the state inheritance tax office, who spoke on 
“Inheritance Taxes.” An adding mathine contest 
was held with over forty contestants, both prizes 
going to members of the Citizens National Bank. 
At the March meeting F. W. Pettingill, president 
of the Los Angeles Stock Exchange, addressed the 
members on “Operations of the Stock Exchange.” 
The average attendance at the forum meetings is 
seventy-five. The speakers were, January, Stoddard 
Jess, president of the First National Bank, who 
spoke on “After Effects of the War on Our Fi- 
nances”; February, Coleman Young, auditor of the 
German-American Trust and Savings Bank, who 
spoke on “Bank Auditing,” and there were short 
talks on the same subject by W. H. Lutz, auditor of 
thé First National Bank, and F. H. Thatcher, audi- 
tor of the Security Trust and Savings Bank; March, 
James L. Collins of the Pacific Mutual Life Insur- 
ance Company, who spoke on “Life Insurance and 
its Relation to Banking.” The membership of the 
forum #§ made up of the junior officers and heads 
of departments of banks and is ably led by John 
W. Wilson, clearing house examiner. The “Banks 
and Banking” class has an attendance of nearly 300. 
We are studying the last chapter at present and 
expect a month’s review before examination. 

W. D. Oris. 


TACOMA CHAPTER 

The attendance on class nights still continues 
good. The chapter has nearly finished the first 
book of the study course, “Banks and Banking” and 
is preparing to take the second book, “Loans and 
Investments.” Two general meetings have been held 
since the'last report. At the first E. O. Heinrich 
gave an illustrated lecture on “Stalking the 
Forger.” Mr. Heinrich is an expert on handwriting, 
and his lecture was highly instructive and entertain- 
ing. At the second meeting the members themselves 
took part. Two prizes were offered for the best two 
talks on some routine work of the bank. Twenty- 
two members responded, the first prize going to J. L. 
Hamilton, Tacoma Savings Bank & Trust Company, 
whose talk was on “Mortgage Loans.” P. W. Bour- 
gaize, National Bank of Tacoma, was second, on 
“Credit Information.” This sort of meeting was 


very successful, and it gave each member a chance 
to see what he could do in the talking line. 


FRESNO CHAPTER 

While this is a new chapter, we already have 
180 members, of which 125 are attending classes. 
Prof. Cross of the University of California makes 
two trips a month to give lectures, and the other 
two Fridays are devoted to class discussions. Some 
members are traveling as far as fifty miles, from 
neighboring towns, to attend these lectures. Books 
for the chapter’s library are being ordered. 
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means committee have secured the foremost musical 
talent available in Pittsburgh, and We all 166k for- 
ward to our usual enjoyable evening. Preceding 
the concert we will meet at dinner at the Fort Pitt 
Hotel. Quite a few of our members have been at- 
tending the banquets held in Baltimore, New York 
and Philadelphia, and return with nothing but 
praise for the hospitality of our Eastern friends. 
While plans are still in the making for a member- 
ship campaign, the membership is gradually being 
increased, which shows that the fellows are looking 
out for the educational and social advantages obtain- 
able in the chapter. We take pleasure in announc- 
ing that one of our past presidents, D. A. Mullen, 
has resigned his position as assistant secretary of 
the Real Estate Savings & Trust Co., and joins the 
forces of the Colonial Trust Company, as manager 
of the new business department. H. E. REED. 


PORTLAND CHAPTER 

Portland Ghapter has outgrown its quarters. 
Our classes haying increased regularly instead of 
diminishing in, size as is customary at this season 
of the year. e now have a weekly enrollment of 
eighty-two inf e “Banks and Banking” class. Be- 
lieving that a series of trips through industrial 
plants would be of advantage to our members, we 
have visited several plants, including the Albers 
Bros. Milling Co., the largest cereal plant in the 
West; the Doernbecher Manufacturing Co., second 
largest furniture plant in the United States, and 
the Northwest Steel Co., which is now constructing 
eight large steel merchant vessels for foreign capi- 
tal. Attendance at these trips ranged from sixty 
to seventy-five persons. On February 6 we listened 
to a most interesting and instructive illustrated lec- 
ture by E. O. Heinrich, a handwriting and chemical 
expert, on “Stalking the Forger,” 189 members at- 
tending. We are also having & series of lectures by 
Prof. Ansel R. Clark on our foreign trade, the last 
‘. the series having been given March 23. 

E. C. SAMMONS. 


LOUISVILLE CHAPTER 
This year we have confined ourselves to a thor- 
ough study of the Institute standard course. It is 
our purpose ‘next year to organize a debating society 
and arrange for occasional lectures on matters of 
general interest. H. L. EARLEY. 


LOS ANGELES CHAPTER 

Los Angeles Chapter reports that the activities 
of the forum and monthly open meetings are a de- 
cided success, the average attendance at the Janu- 
ary, February and March open meetings being ap- 
proximately 500. The speakers were F. W. Lan- 
caster of the bond house of Sheldon and Lancaster, 
who spoke on “Bonds”; Frank Dougherty, attorney, 
who spoke on “Torrens Title Act,” and J. W. Carri- 
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STICK 
Be sure that you have some bent for your work 
and after you decide on that stick to it in spite of 
every obstacle. 


GRAND RAPIDS CHAPTER 
The course on “Commercial Law” is under 
leadership of Mr. Amberg, who is a former pupil 
of Samuel Williston, LL.D., and is progressing 
nicely. We expect to give a banquet at the end of 
the season, in order to get some new recruits for 
the fall class. 


MACON CHAPTER 

Macon Chapter is having a successful season. 
We are just about to finish the course on “Loans 
and Investments” and will begin to review the 
year’s work preparatory to taking the examination 
in a few weeks. We hope to have about twenty to 
take the examination. -Two weeks ago, L. P. Hillyer, 
one of the directors of the Federal Reserve Bank, 
of Atlanta, talked to us on the work the Federal 
reserve system was accomplishing and his talk was 
very beneficial and much enjoyed. 

ARTHUR BRANAN. 


BIRMINGHAM CHAPTER 

Birmingham Chapter is at present engaged in 
the Institute standard study course on “Commercial 
Law” and “Negotiable Instruments.” We are en- 
deavoring to create a larger enthusiasm for the 
work to counteract the usual falling off in attend- 
ance at this period of the year. The indications are 
that we will have quite a number of Institute gradu- 
ates this year. We propose to put out a baseball 
team to compete with the city league and from the 
timber in the various’banks, I believe we have fair 
chance to land the pennant. C. P. Huy. 


SCRANTON CHAPTER 
The study class of Scranton Chapter has fin- 
ished “Banks and Banking” and is now taking up 
“Loans and Investments.” At the March meeting 
the officers for the coming year and the delegates to 
the 1917 convention were nominated. 


DES MOINES CHAPTER 
A‘ general meeting and banquet was held on 
March 15, at which there were approximately one 


hundred in attendance. A very interesting address 
was made by Dr. Duhigg, who saw service on the 
border. The articles of association of the chapter, 
together with a complete directory of ‘the officers 
and members, have been put in booklet form and 
were distributed at our last meeting. 

J. E. Morton. 


April, 1917 


MINNEAPOLIS CHAPTER 

At the last meeting of the chapter the Todd 
Protectograph Company put on a five-reel movie 
called “The Modern Black Art,” showing the meth- 
ods of raising checks, which proved quite interest- 
ing. The annual Twin City speed contest for Minne- 
apolis and St. Paul was held in the lobby of the 
First & Security’ National Bank March 8; $200 im 
prizes was distributed. The chapter is moving for- 
ward and members are giving good support. We 
are offering a class in ““Banks and Banking” at the 
present time with fifteen men enrolled. 


LITTLE ROCK CHAPTER 

The class in “Loans and Investments” has béen 
very successful. Under the‘léadership of W. L. 
Hemingway the attendance has been large and the 
members interested in the lessons. As a little di- 
version we had a fifteen-minute talk at the begin- 
ning of last less6n by W. B. Kennedy of the Ex- 
change National Bank, on “The Inauguration as 
seen by a member of the President’s Party.” The 
public affairs committee has been active in thrift 
work the past month. Robt. E. Cornish, Chairman, 
has placed speakers at the following places: R. E. 
Cornish, at L. R. Ry. & E. Co.; Clay E. Smith, at 
the E. L. Bruce Co.; C. W. Hogan, at Pulaski 
County Boys’ Club; H. H. Dillard, at Dinner of 
Methodist Brotherhoods. 

HoLtMAN H. DILuarp. 


CHAPTER ATHLETICS 
Physical preparedness presupposes either hard 
physical work or systematic exercises. The ordinary 
games chapter men generally play, such as run- 
ning, jumping, basket ball, bowling, baseball and 
tennis tend to develop physical preparedness. We 
are getting along into the summer months; we are 
thinking of spending pleasant summer days playing 
games. To be an all round Institute man it is not 
well to develop the mental without developing the 
physical. If the physical strength is impaired, 
mental alertness is greatly reduced. For example, 
San Francisco Chapter believes in such stimulating 
athletics, and with the splendid educational pro- 
gram it carries out, there are regular clubs formed 
and being formed for baseball, basket ball, bowling 
and all the other desirable sports. Nobody likes a 
“stick in the mud.” So prepare physically as well 

as mentally and be a good Institute man. 


ONE OPPORTUNITY 
Unless a man joins the Institute it cannot be 
said that he has taken every opportunity he has had 
to fit himself for advancement. The man who re- 
fuses to join this work advertises himself as un- 
ambitious. 


MEMBERSHIP CHANGES 


REPORTED FROM FEBRUARY 26 TO MARCH 


First National Bank succeeded 
by Perry State Bank. 


. Farmers and Merchants Nat. Bk. 
succeeded by Bank of Italy. 


.Farmers and Merchants Bank 
succeeded by Bank of Italy. 


Arkansas 


California ..Livermore 


Modesto 


.Brooks National Bank succeeded 
by Brooks Bk. and Tr. Co. 
..Cordele National Bank consoli- 

dated with Exchange Bank of 
Cordele. 
York. First National Bank succeeded 
by First State Bank. 


Des Moines .Century Savings Bank absorbed 
by lowa Loan and Trust Co. 


Connecticut .Torrington 


.... Cordele 


Georgia 


Little 


Ware National Bank succeeded 
by Wa:e Trust Company. 


24, 1917 
Michigan ...Grand 
Rapids Exchange Private 
Bank succeeded by Grand 
Rapids Savings Bank, Michi- 
gan Exchange Branch. 
First National Bank succeeded 
by Oswego County Trust Co. 
New York...Citizens Central National Bank 
changed to Citizens Nat. Bk. 
State National Bank bought by 
First National Bank. 
Peoples National Bank consoli- 
dated with First Nat. Bk. 
... First Nat. Bk. of St. Johns 
merged with Peninsula Nat. Bk. 
San Antonio. Emmet Bank closed. 
Washington. Seattle .....Northwest Trust and Safe De- 
osit Company succeeded by 
Northwest Trust and Sitv. Bk. 
...»Union Trust and Savings Bank 
ehanged to Union Trust Co. 


... Michigan 
New York... Fulton 


Oklahoma 


Portland 


Spokane 


NEW AND REGAINED MEMBERS FROM FEBRUARY 26 TO MARCH 24, 1917 


Anniston City National Bank, Anniston 
(regained). 
Bank of Eufaula, Eufaula, (regained). 
Bank of Gantt, Gantt (regained). 
incotn Bank & Trust Co., Lincoln. 
sutler County Bank, McKenzie, (re- 
gained). 
Somerton State Bank, Somerton. 
Bank of Arkansas City, Arkansas City. 
tirst National Bank, Forrest City. 
First Nat. Bk., Horatio (regained). 
Peoples Bank & Loan Co., Lewisville 
(regained). 
Bank of Lonoke, Lonoke. 
Bank of Montrose, Montrose (regained). 
Lank of Plainview, Plainview (re- 
gained). 
Bank of Shirley, Shirley (regained). 
First Nat. Bk., Springdale (regained). 
Victoria Bank, Strong (regained). 
County Bank, Wynne (regained). 
National Bank, Clovis. 
of Milpitas, Milpitas (regained). 
of Italy, Napa. 
of Coronado, San Diego. 
National Bank, Akron. 
Commerce State & Savings Bank, Den- 
ver (regained). 
Farmers State Bk., Flagler (regained). 
. Meriden Nat. Bk., Meriden (regained). 
Middletown Trust Company, Middle- 
town (regained). 
Putnam Savings Bank, Putnam, 
Delaware First National Bank, Frankford. 


Dist. of Columbia.. Equity Savings Bank, Washington. 


Florida Bank of Greenwood, Greenwood 
gained). 

Bank of Hastings, Hastings (regained). 

Hawthorn State Bank, Hawthorn. 

Peoples State Bank, Lakeland. 

National City Bank, Tampa. 

Rank of Adrian, Adrian (regained). 


Alabama 


Arizona 
4rkansas 


California 


Colorado 


Connecticut 


(re- 


Georgia 


Colonial Trust Co., Atlanta (regained). 


Bishop Banking Co., Bishop (regained). 

Farmers State Bk., Blakely (regained). 

Buena Vista Loan & Savings Bank, 
Buena Vista (regained). 

Farmers & Merchants Bank, Butler (re- 
gained). 

Calhoun Nat. Bk., Calhoun (regained). 

Peoples Bank, Calhoun (regained). 

Peoples Bank, Cecil (regained). 

Bank of Rockdale, Conyers. 

Bank of Eatonton, Eatonton, 
gained). 

Farmers & Merchants Bank, Loganville 
(regained). 

Bank of Metter, Metter (regained). 

First Nat. Bk, Sandersville (regained). 

National Bank of Sylvania, Sylvania 
(regained). 

Farmers State Bk., Temple (regained). 

Pittard Banking Co., Winterville. 

Bank, Kendrick. 


biweheeeaensd Liberty Trust & Savings Bank, Chicago. 

State Commercial & Savings Bank, 
Chicago, (regained). 

Farmers & Mech. State Ik, Decatur. 
Turner State Bank, Edinburg. 
First National Bank, Freeburg. 
Morse State Bank, Gifford. 
First National Bank, Marine. 
First National Bank, Norris City. 
QOll Belt National Bank, Oblong. 


(re- 


Idaho 
Illinois 


Illinois (Contd.)...Bond County Bank, Pocahontas 
gained). 
Rock City State Bank, Rock City. 
Tremont National Bank, ‘Tremont. 
Bank of M. K. Meyer, Winnetka (re- 
gained). 
Birdseye National Bank, Birdseye. 
First National Bank, Covington. 
Farmers State Bank, Hobbs (regained). 
Citizens National Bank, Knightstown 
(regained). 
Citizens Tr. & Savings Bk., Princeton. 
National Bank, Sunman. 
First National Sank, Swayzee 
gained). 
$1,.College Savings Bank, Ames. 
Bank of Buckingham, Buckingham (re- 
gained). 
Chariton National Bank, Chariton. 
First National Bank, Clear Lake. 
Conroy Savings Bank, Conroy (re- 
gained). 
Farmers State Bank, Dow City. 
Cc. S. Stearns State Bank, Garden 
Grove (regained). 
Hazleton State Bank, Hazleton. 
Kinross Sav. Bk. Kinross (regained). 
First National Bank, Peterson. 
Farmers & Mech. Bk., Spirit Lake. 
eeseesess--Ald@n State Bank, Alden (regained). 
Farmers National Bank, Atwood. 
State Bank, Belvue. 
Pioneer State Bank, Burlingame. 
Citizens State Bank, Geneseo 
gained). 
Hallowell State Bank, Hallowell 
gained). 
First Nat. Bk., Hamilton (regained). 
Citizens State Bank, Hugoton. 
sanking Trust Co., Kansas City (re- 
gained). 
State Bank of Kechi, Kechi (regained). 
Farmers & Merchants Bank, McPherson 
(regained). 
Farmers National Bank, Phillipsburg. 
Farmers State Bank, Plains. 
Bank of Powhattan, Powhattan 
gained). 
State Bank of Rantoul, 
gained). 
Solomon Nat. Bk., Solomon (regained). 
First National Bank, Sterling. 
Iowa Savings Bank, Tracy (regained). 
-Bank of Calhoun, Calhoun, (regained). 
Hancock Deposit Bank, Hawesville 
(regained). 
Lebanon Junction Bank, Lebanon June- 
tion (regained). 
First National Bank, Mayfield. 
seceeeees Vermilion State Bank, Delcambre (re- 
gained). 
Bank of Minden, Minden (regained). 
+eeeeeee. First National Bank, Parkton. 
Poolesville National Bank, Poolesville. 
Massachusetts .....Canton Trust Co., Canton (regained). 
Hawes, Tewksbury & Co., New Bedford 
(regained). 
--.State Bank of Applegate, Applegate. 
State Bank of Frank W. Hubbard & 
Co., Bad Axe (regained). 
Commercial Bank, Baroda. 
Peoples Commercial & Savings 
Bay City. 
Peoples State Bank, Belleville 
gain 


. 


(re- 


Indiang 


(re- 


Iowa 


Kansas 


( re- 


(re- 


(re- 


Rantoul (re- 


Kentucky 


Louisiana 


Maryland 


Michigan 


Bank, 


(re- 


Illinois ..... 

Massachu- 


State Rank, Bellevue. 


Michigan 
Bank, Burr Oak (re- 


(Contd.). Bellevue 

Burr Oak State 

gained). 

First National 

Conklin State 

gained). 

State Bank of Freeport, Freeport (re- 

gained). 

Peoples State Bank, Holland. 
Farmers National Bank, Aitkin. 
First National Bank, Cambridge. 
First National Bank, Eagle Bend. 
First Nat. Bk., Ellsworth (regained). 
Citizens State Bank, Kenyon. 

Jackson County State Bank, Lakefield. 

Farmers National Bank, Luverne. 

Farmers State Bank, Lyle (regained). 

Millers & Traders State Bank, Minne- 
apolis. 

Nicollet State Bank, Nicollet. 

First “State Bank, Odessa (regained). 

First National Bank, Starbuck. 

First National Bank, Swanville. 

Swedish American State Bank, St. Paul. 

Security State Bank, Waterville. 

-Union & Farmers Bank, Sandersville 
(regained). 

Bank of Kemper, Scooba (regained). 

Planters Bank, Shaw. 

State Bank, Archie. 

Bland Commercial Bank, Bland. 

Boone County Nat. Bk., Columbia. 

Central Bank, Columbia. 

Conley-Myers Bank, Columbia. 

Thayer-Moore Brokerage Co., 

City (regained). 

Bank of Revere, Revere. 

Savings Trust Co., St. Louis (regained). 

Farmers Bank, Walker (regained). 
..»-First National Bank, Geyser. 

First State Bank, Richey. 

Ronan State Bank, Ronan. 
...German-American Bank, Auburn. 
Nemaba County Bank, Auburn, 

Bank of Bellwood, Bellwood. 

First State Bank, Bethany. 

First Security Bank, Cedar Creek. 

First National Bank; Hay Springs. 

First National Bank, Hemingford. 

Farmers Security Bank, Maywood. 

McLean State Bank, McLean. 

Security State Bank, Neligh. 

Rosalie State Bank, Rosalie. 

Security State Bk., Spalding (regained). 

Citizens State Bank, Ulysses. 

First Bank of Ulysses, Ulysses 


gained). 
Bank, York 


German-American 
Bank of Lyndhurst, 


Bank, Capac. 


Bank, Conklin (re- 


Minnesota 


Mississippi ....... 


Missouri 


Kansas 


Montana 


Nebraska 


(re- 


(re- 
gained). 
Natidnal 
Rutherford. 
State Bank, Carrizozo. 
Dexter State Bank, Dexter. 

Kenna Bank & Trust Co., Kenna. 
«seeeeee Mechanics & Farmers Sav. Bk., Albany. 
Briggs Nat. Bk., Clyde (regained). 

Bank of Ellicottville, Ellicottville (re- 
Farmers Nat. Bk., Granville (regained). 

gained). 

Kingston Nat. Bk., Kingston (regained). 
First National Bank, Newark Valley. 
Scandinavian Trust Co., New York. 
American Savings Bank, New York. 
3st. Lawrence County Savings Bank, 

Ogdensburg. 
...Citizens Bank, Elizabeth City. 

Carolina Bank & ‘Trust Co., 

Springs (regained). 

First Nat. Bk., Tarboro (regained). 

Farmers & Merchants Bank, Wendell. 
...Citizens State Bank, Bathgate (re- 
gained). 

First National Bank, Cooperstown, 
First State Bank, Golden Valley. 
Granville State Bank, Granville. 
Farmers & Merchants Bank, 

(regained). 

First State Bank, Nome (regained). 
Security Bank of Rugby, Rugby. 
First State Bank, Rutland. 

State Bank of Souris, Souris. 

.Farmers & Merchants Bk. Co., Amanda. 
Farmers National Bank, Bryan. ‘ 
Cumminsville German Bank, Cincinnattl. 
Produce Exchange Bank Co., Columbus. 
First Nat. Bk., Gallipolis (regained). 
Gnadenhutten Bank, Gnadenbutten. 
tirst National Bank, Mt. Vernon. 
Mt. Victory Savings Bank, Mt. Victory. 
tichwood Banking Co., Richwood (re- 

gained). 

Citizens National Bank, 

City (regained). 
Peoples State Savings Bank, 
(regained). 

Wakeman Bank Co., 

gained). 


New Jersey ......- 


New Mexico 


New York 


North Carolina 
Red 


North Dakota.. 


Hunter 


Tippecanoe 
Toledo 


Wakeman (re- 


.Farmers & Merchants Bank, Boley. 

State Exchange Bank, Cement. 

First National Bank, Grove (regained). 

First State Bank, Kingston. 

First State Bank, Lovell (regained). 

The Oakwood Bank, Oakwood. 

R. T. Stuart & Co., Oklahoma City. 

First Nat. Bk, Poteau (regained). 

First State Bank, Stonewall (regained). 

First Nat. Bk., Woodward (regained), 

State Bank, Jefferson. 

Citizens Bank, Albion (regained). 

Cameron County Bank, Emporium, 

Barclay-Westimoreland Trust 
Greensburg (regained). 

Farmers & Mechanics Bank, Honesdale 
(regained). 

Clarion County National Bank, Knox. 

Merchants Banking Trust Co., Mahanoy 
City (regained). 

Moshannon National Bank, Philpsburg 
(regained). 

Blair County National Bank, Tyrone, 

Bank of Belton, Belton. 

Farmers Loan & Trust Co., Bishopville 
(regained). 

Lowndesville Banking Co., 
ville (regained). 

Dakota State Bank, Blunt. 

Farmers State Bank, Brentford 
gained). 

German-American State Bank, Burke, 

I'armers & Merchants Bank, Conde, 

First National Bank, Frankfort. 

Bank of Hartford, Hartford, 

Lemmon State Bank, Lemmon 
gained). 

State Bank of 
gained). 

Citizens State Bank, Mobridge. 

First National Bank, Morristown. 

Farmers Bank of Sullivan County, 
Blountville. 

Peoples Bank, Cleveland 

First 


Oklahoma 


Oregon 
Pennsylvania 


Co., 


South Carolina .... 


Lowndes- 


South Dakota 


(re- 


(re- 
Mellette, Mellette (re- 
Tennessee 


(regained). 
National Bank of Polk County, 


Copperhill (regained). 
Manufacturers Nat. Bk., Harriman. 
Peoples Sav. Bk., Jackson (regained), 
(re- 


Bank of Lexington, 
gained). 

City Nat. Bk., Martin (regained). 

Bk. of Monterey, Monterey (regained). 

Bk. of Sevierville, Sevierville (regained), 

First Nat. Bk., Woodbury (regained), 

Rogata National Bank, Bogata. 

Brady Nat. Bk., Brady (regained). 

City National Bank, Childress. 

Farmers & Mechanics State Bank, 

Bank, Crosbyton. 


Childress. 
Citizens National 
Guarantee State Bank, Fulbright. 
First National Bank, Glen Rose. 
First State Bank, Hallettsville. 
Hico National Bank, Hico (regained), 
Citizens National Bank, Higgins. 
La Pryor State Bank, La Pryor. 
First National Bank, Lockney. 
Citizens National Bank, Lubbock. 
First State Bank, Miami. 
First National Bank, Mt. Vernon. 
First State Bank, Newcastle. 
Orange State Bank, Orange. 
First Nat. Bk., Paducah (regained). 
First Guaranty State Bank, Pittsburg. 
First National Bank, Poth. 
Powell State Bank, Powell (regained), 
First National Bank, Roby (regained). 
Citizens National Bank, Stamford. 
First National Bank, Teague. 
+--»Magna Banking Company, Magna. 
First National Bank, Moab. 
Bank of Alberta, Alberta. 
First Not. Bk., Altavista (regained) 
Front Royal National Bank, Front 
Peoples State Bank, Galax (regained). 
Peoples Nat. Bk., Gate City (regained), 
Citizens Bank, Huddleston. 
First National Bank, Lawrenceville. 
Smyth County Trust Co., Marion. 
Royal (regained). 
Sinking Creek Valley Bank. Newport. 
ee Trust & Mortgage Co., Peters- 
Farmers & Merchants Rank. Stanley. 
Garfield National Bank. Garfield. 
Farmers & Merchants Bank, Odessa. 
Othello State Bank, Othello (regained). 
Pomeroy State Bank, Pomeroy. 
The Bluefield Bank, Bluefield. 
Rank of Durbin, Durbin (regained). 
Citizens National Bank, Hinton. 
National Bank of Summers, Hinton. 
The Citizens Bank, Richwood. 
Teoples Bank, Shinnston (regained). 
“itizens State Bank, East El!sworth, 
Fremont State Bank, Fremont. 
lirst National Bank, Portage. 
Llawali Peoples Bank, Hilo. 


Lexington 


Utah 


Virginia 


Washington 


West Virginia 


Wisconsin 
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